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The accounting officer 
Mbombela Local Municipality 
P.O Box 45 
NELSPRUIT 
1200 


30 November 2013 


Reference: 02334REG12/13 


Dear Sir, 

Report of the Auditor-General on the financial statements and other legal and regulatory 

requirements of Mbombela Local Municipality for the year ended 30 June 2013 

1 . The above-mentioned report of the Auditor-General is submitted herewith in terms of section 
21 (1) of the Public Audit Act of South Africa read in conjunction with section 188 of the 
Constitution of the Republic of South Africa section 121(3) of the Municipal Finance 
Management Act of South Africa (MFMA). 

2. In terms of section 1 21 (3) of the MFMA you are required to include the audit report in the 
municipality's annual report to be tabled. 

3. Until the annual report is tabled as required by section 127(2) of the MFMA the audit report 
is not a public document and should therefore be treated as confidential. 

4. Prior to printing or copying the annual report which will include the audit report you are 
required to do the following: 

• Submit the final printer’s proof of the annual report to the relevant senior manager of the 
Auditor-General of South Africa for verification of the audit-related references in the audit 
report and for confirmation that the financial statements and other information are those 
documents that have been read and audited. Special care should be taken with the page 
references in your report, since an incorrect reference could have audit implications. 

• The signature Auditor-General in the handwriting of the auditor authorised to sign the 
audit report at the end of the hard copy of the audit report should be scanned in when 
preparing to print the report. This signature, as well as the place and date of signing and 
the Auditor-General of South Africa's logo, should appear at the end of the report, as in 
the hard copy that is provided to you. The official logo will be made available to you In 
electronic format. 

5. Please notify the undersigned Senior Manager well in advance of the date on which the 
annual report containing this audit report will be tabled, 

6. Your cooperation to ensure that all these requirements are met would be much appreciated. 

Kindly acknowledge receipt of this letter, 


Audi/ing fo bup/d pub//c confidence 


Auditor-General of South Africa 

vsww.ogsa,co.zo 


Yours sincerely 



Senior Manager: Mpumalanga Business Unit 

Enquiries; Blessing Gumede 
Telephone: (013)756 0800 
Fax; (013) 756 0879 


REPORT OF THE AUDITOR-GENERAL TO THE MPUMALANGA PROVINCIAL 

LEGISLATURE AND THE COUNCIL ON THE MBOMBELA LOCAL MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the financial statements of the Mbombela Local Municipality set out on 
pages xx to xx, which comprise the statement of financial position as at 30 June 2013, the 
statement of financial performance, statement of changes in net assets and statement of 
cash flows for the year then ended, and the notes, comprising a summary of significant 
accounting policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with South African Standards of Generally Recognised 
Accounting Practice {SA Standards of GRAP) and the requirements of the Municipal 
Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA), and for such 
internal control as the accounting officer determines is necessary to enable the preparation 
of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditor-general’s responsibility 

3. My responsibility is to express an opinion on these financial statements based on my audit. 

I conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA), the general notice issued in ternis thereof and International 
Standards on Auditing. Those standards require that I comply with ethical requirements and 
plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 

Opinion 

6. In my opinion, the financial statements present fairly, in all material respects, the financial 
position of the Mbombela Local Municipality as at 30 June 2013 and its financial 
performance and cash flows for the year then ended in accordance with SA Standards of 
GRAP and the requirements of the MFMA and DoRA, 



Emphasis of matters 

7. 1 draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Restatement of corresponding figures 

8. As disclosed in note 40 to the financial statements, the corresponding figures for 

30 June 2012 have been restated as a result of errors discovered during the year ended 
30 June 2013 in the financial statements of the municipality at, and for the year ended, 

30 June 2012. 

Material losses 

9. As disclosed in note 42 to the financial statements, material tosses of R2 731 865 for water 
and R39 664 685 for electricity were incurred as a result of theft and illegal connections. 

Material impairments 

1 0. The municipality had receivables for property rates, electricity, water, sewerage, refuse, 
interest on arrears and other receivables totalling R259 599 801 (exchange transactions of 
R1 12 161 643 and non-exchange transactions of R147 438 157} at 30 June 2013, as per 
note 3 to the financial statements, which had been outstanding for more than 12 months. 
The recoverability of these amounts is doubtful. 

Material underspending of the conditional grant 

1 1 . As discussed in the financial statements, the municipality underspent its budget on 
conditional grants by R138 520 706. As a consequence, the municipality did not achieve its 
objective of providing infrastructure. 

Additional matter 

12. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited supplementary information 

13. The supplementary information set out on pages xx to xx does not form part of the financial 
statements and is presented as additional information. I have not audited this schedule and, 
accordingly, I do not express an opinion thereon, 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

14. In accordance with the PAA and the general notice issued in terms thereof, I report the 
following findings relevant to performance against predetermined objectives, compliance 
with laws and regulations and internal control, but not for the purpose of expressing an 
opinion. 

Predetermined objectives 

15. I performed procedures to obtain evidence about the usefulness and reliability of the 
information in the annual performance report as set out on pages ... to ... of the annual 
report. 

1 6. The reported performance against predetermined objectives was evaluated against the 
overall criteria of usefulness and reliability. 


1 7. The usefulness of information in the annual performance report relates to whether it is 
presented in accordance with the National Treasury's annual reporting principles and 
whether the reported performance is consistent with the planned objectives. The usefulness 
of information further relates to whether indicators and targets are measurable (i.e. well 
defined, verifiable, specific, measurable and time bound) and relevant as required by the 
National T reasury’s Framework for managing programme performance information. 

18. The reliability of the information in respect of the selected development priorities is 
assessed to determine whether it adequately reflects the facts (i.e. whether it is valid, 
accurate and complete). 

19. There were no material findings on the annual performance report concerning the 
usefulness and reliability of the information. 

Additional matter 

20. Although no material findings concerning the usefulness and reliability of the performance 
information were identified in the annual performance report, I draw attention to the matter 
below. 

Achievement of planned targets 

21 . Of the total number of 257 targets planned for the year, only 143 were achieved. This 
means that 45% of the total planned targets were not achieved during the year under 
review. The reasons for this and corrective action are documented in the annual 
performance report. 

Compliance with laws and regulations 

22. I performed procedures to obtain evidence that the entity has complied with applicable laws 
and regulations regarding financial matters, financial management and other related 
matters. My findings on material non-compliance with specific matters in key applicable 
laws and regulations as set out in the general notice issued in terms of the PAA are as 
follows: 

Annual financial statements, performance report and annual report 

23. The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122 of the MFMA. Material misstatements of 
irregular expenditure and provisions identified by the auditors in the submitted financial 
statements were subsequently corrected. 

Audit committee 

24. The performance audit committee did not review the municipality’s performance 
management system or make recommendations to the council, as required by Municipal 
Planning and Performance Management Regulation 14{4){a)(ii), 

Conditional grants received 

25. The allocations of conditional grants were utilised for purposes other than those stipulated 
in the grant framework, in contravention of section 15(1) of DoRA. 



Expenditure management 

26. Money owing by the municipality was not always paid within 30 days of receiving an invoice 
or statement, as required by section 65(2)(e) of the MFMA. 

27. The accounting officer did not take effective steps to prevent unauthorised, irregular or 
fruitless and wasteful expenditure, as required by section 62(1 )(d) of the MFMA. 

Procurement and contract management 

28. Goods and services with a transaction value above R200 000 were procured without 
inviting competitive bids, as required by Supply Chain Management (SCM) 

Regulation 19(a). Deviations were approved by the accounting officer even though it was 
not impractical to invite competitive bids, in contravention of SCM Regulation 36(1). 

Irregular expenditure relating to the hosting of the African Cup of Nations is under 
investigation. This relates to the total expenditure of R34 530 587 incurred. 

29. Goods and services with a transaction value below R200 000 were procured without 
obtaining the required price quotations, contrary to SCM Regulation 17(a) and (c). 

30. The performance of contractors or providers was not monitored on a monthly basis, as 
required by section 1 1 6(2)(b) of the MFMA. 

31. The contract performance and monitoring measures and methods were insufficient to 
ensure effective contract management, as required by section 1 16(2)(c) of the MFMA. 

32. Contracts and quotations were awarded to bidders who had not submitted a declaration on 
whether they were employed by the state or connected to any person employed by the 
state, as required by SCM Regulation 13(c). 

33. Contracts and quotations were awarded to providers whose tax matters had not been 
declared by the South African Revenue Service to be in order, as required by SCM 
Regulation 43. 

Internal control 

34. I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with laws and regulations. The matters reported below 
under the fundamentals of internal control are limited to the significant deficiencies that 
resulted in the findings on compliance with laws and regulations included in this report. 

Financial and performance management 

35. The municipality did not adequately review the financial statements and the annual 
performance report prior to their submission for auditing. Significant matters that required 
the adjustment of the financial statements were thus not identified and corrected. 

36. Non-compliance with laws and regulations could have been prevented had compliance 
been properly reviewed and monitored. 


OTHER REPORTS 

Investigations in progress 

37. An investigation is being conducted by an independent consulting firm to determine 
whether the municipality has been exposed to irregularities and illegal acts characterised by 
intentional deception within the treasury and budget office. The investigation was still 
ongoing at the reporting date. 

38. An investigation was instituted by the member of the executive council for cooperative 
governance and traditional affairs by an independent consulting firm into allegations 
regarding the mismanagement of public funds. The investigation was still ongoing at the 
reporting date. 

39. An investigation is being conducted by an independent consulting firm on request of the 
municipality regarding allegations of irregular and illegal acts relating to the sale and 
transfer of municipal property, irregular expenditure owing to state employees, and 
municipal employees trading with the municipality. The investigation was still ongoing at the 
reporting date. 

Investigations completed during the financial year 

40. An investigation was conducted by an independent consulting firm on request of the 
municipality into allegations of nepotism, insubordination, bribery, unwanted behaviour and 
illegal acts, characterised by intentional deception by specific officials within the community 
services department. The investigation resulted in criminal proceedings being instituted 
against the employees. 
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Approval and Certification of Annual Financial Statements 

I am responsible for the preparation of these annual financial statements, which are set out on pages 
1 to 67, in terms of Section 126(1) of the Municipal Finance Management Act and which I have signed 
on behalf of the Municipality.The annual financial statements have been prepared in accordance with 
the Standards of Generally Recognised Accounting Practices (GRAP), other appiicable accounting 
standards and reporting framework approved by the Accounting Standards Board and are based upon 
appropriate accounting policies consistently applied and supported by reasonable and prudent 
judgements and estimates. These statements fairly presents the state of affairs of the municipality, 
its management of revenue, expenditure, assets and liabiiities, its business activities, its financial 
results, and its financial position as at 30 June 2013. 

I certify that the salaries, allowances and benefits of Councillors, as disclosed in note 29 of these 
annual financial statements are within the upper limits of the framework envisaged in Section 219 of 
the Constitution, read with the Remuneration of Public Officer Bearers Act and the Minister of Co- 
operative Governance and Traditional Affairs determination in accordance with this Act. 
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STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2013 



Note 

2013 

2012 

Restated 



R 

R 

ASSETS 

Current assets 


157 581 584 

209 942 046 


Inventories 

2 

15 573 102 


14 880 375 

Current portion of receivables 

10 

17 729 


64 787 

Trade and other receivables from exchange transactions 

Trade and other receivables from non -exchange transactions 

3 

64 687 623 
20 888 721 


66 194 149 
19 082 176 

Other receivables from non-exchange transactions 

4 

36 856 282 


72 880 208 

VAT receivable 

5 

- 


1 046 342 

Cash and cash equivalents 

6 

19 558 127 


35 792 008 


Non-current assets 6 551 872 168 5 556 113 763 


Property, plant and equipment 

7 

5192 859 253 


5 194 556 100 

Intangible assets 

6 

5 693 637 


5 981 552 

Investment property carried at cost 

9 

338 958 896 


341 310 086 

Non-current receivables 

10 

663 973 


632 677 

Investments 

11 

13 696 409 


13 633 348 


Total assets 


5 709 453 752 

5 766 055 809 

LIABILITIES 




Current Ifabilitiee 


647 856 412 

556 235 248 

Current portion of borrowings 

12 

14 259 575 


15 384 508 

Consumer deposits 

14 

13 037 694 


10 102 553 

Other financial liabilities 

15 

79 681 408 


69 906 567 

Current portion of provisions 

16 

8 994 649 


- 

VAT Payable 

5 

5 908 813 


- 

Unspent conditional grants and receipts 

17 

138 520 706 


104 132 182 

Current portion of finance lease liability 

13 

- 


71 588 

Trade and other payables from exchange transactions 

18 

385 172 506 


353 847 850 

Defined benefit plan liability 

20 

2 281 061 


2 730 000 

Non-current liabilities 


411 414 795 

468 812 533 

Non-current borrowings 

12 

189 427 824 


202 891 687 

Non-current provisions 

16 

112 079 880 


111 762 367 

Deferred revenue 

19 

2 820 523 


5 415 727 

Defined benefit plan liability 

20 

107 086 568 


148 742 753 


Total liabilities 

1 069 271 207 

1 025 047 782 

Net assets 

4 650 182 545 

4 741 008 027 

NET ASSETS 



Accumulated surplus 

4 650 162 545 

4 741 008 027 


Total net assets 


4 650 182 545 4 741 008 027 
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STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2013 


Note 

2013 

R 

2012 

Restated 

R 

Revenue 

Exchange Revenue 


784 223 045 

709 260 683 

Service charges 

22 

643 307 094 

586 180 983 

Finance Income 

23 

25 058 286 

22 058 934 

Rental of facilities and equipment 

25 

18 217 775 

16 430 504 

Licences and permits 


20 853 

6 748 

Agency fees 

26 

24 834 593 

22 676 006 

Other Revenue 

27 

72 784 443 

61 907 508 

Non-Exchange Revenue 


829 851 205 

713 452 113 

Property rates 

21 

274 316 960 

245 816 025 

Government grants and subsidies-operating 

24 

382 170 797 

375 143 419 

Government grants and subsidies- capital 

24 

168 277 079 

89 510 790 

Fines 


3 748 003 

2 981 879 

Donations received 


1 338 366 

- 

Total revenue 


1 614 074 250 

1 422 712 796 

Expenses 

Employee related costs 

28 

418 294 904 

389 231 176 

Remuneration of councillors 

29 

20 925 396 

19 301 835 

Depreciation and amortisation 

30 

241 288 195 

291 287 798 

Bad debts 

3 

70 537 405 

49 013 004 

Finance costs 

31 

48 393 329 

42 703 371 

Collection costs 


3 077 858 

3 920 256 

Sulk purchases 

32 

419 533 932 

369 831 815 

Contracted services 

33 

179 243 610 

168 686 335 

Grants and subsidies paid 

34 

282 214 

271 360 

General expenses 

35 

238 217 705 

201 068 891 

Repairs and maintenance 

36 

129 181 155 

128 574 543 

Total expenses 


1 768 981 204 

1 663 890 384 

Operating surplus (deficit) 


(154 906 954) 

(241 177 588) 

Profit / (Loss) on disposal of assets 

37 

315 322 

(2 497 300) 

Actuarial gain (loss) 

16&20 

63 766 151 

(6 667 440) 

Surplus (Deficit) for the year 


(90 825 482) 

(250 342 328) 
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IE 2013 


2013 

2012 

R 

R 

1 615489111 

1 376 166 748 

243 639 487 

221 226 663 

649 142 565 

588 422 953 

624 578 369 

482 642 703 

25 056 286 

22 058 934 

73 070 404 

61 815 495 

1 378 818 493 

1 206 739 884 

431 399 901 

393 096 408 

388 209 276 

312 329 621 

25 245 980 

24 195 051 

414 274 746 

345 723 883 

282 214 

271 360 

119 406 316 

131 123 362 


23G 670 618 

169 426 864 

(230 732 326) 

(193 432 575) 

1 177 776 

6 702 940 

(63 061) 

8 963 447 

(31 296) 

(152 823) 

(235 648 910) 

(177 919 011) 

15 271 968 

29 442 6-10 

(29 860 764) 

- 

(2 595 205) 

(771 496) 

(71 588) 

(160 082) 

(17 255 588) 

28 511 032 

(16 233 880) 

20 018 886 

35 792 008 

15 773122 

19 568 127 

35 792 008 


CASH FLOW STATEMENT AS AT 30 JUNE 2013 


Note 


CASH FLOWS FROM OPERATING ACTIVITIES 

Receipts 

Property Rates 
Sale of goods and services 
Grants and subsidies 
Interest received 
Other receipts 

Payments 

Employee costs 
Bulk purchases 
Interest paid 
Other payments 
Grants and subsidies 
Repairs and Mamtenance 

Net cashflows from operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property, plant and equipment 

Proceeds from disposal of investment property and other assets 

Increase / (decrease) in investments 

(Increase) /decrease non-current receivables 

Net cash flows from investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from borrowings 
Repayment of borrowings 
Defemed revenue 

Repayment of finance lease liability 
Net cash flows from financing activities 

Net Increase / (decrease) in net cash and cash equivalents 
Net cash and cash equivalents at beginning of period 
Nat cash and cash equivalents at end of period 


38 


39 
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MBOMBELA LOCAL MUNICIPALITY 

AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

1 ACCOUNTING POLICIES 

11 BASIS OF PRESENTATION 

The Annual Financial Statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention unless specified otherwise. 

These annual financial statements have been prepared in accordance with the effective standards of 
Generally Recognised Accounting Practice (GRAP) including any interpretations, guidelines and directives 
issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act^ (Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annual financial statennents are set 
out below. 


GRAP1 
GRAP 2 
GRAP 3 
GRAP 5 
GRAP 6 
GRAP 9 
GRAP 11 
GRAP 12 
GRAP 13 
GRAP 14 
GRAP 16 
GRAP 17 
GRAP 19 
GRAP 21 
GRAP 23 
GRAP 24 
GRAP 26 
GRAP 100 
GRAP 102 
GRAP 103 
GRAP 104 
IPSAS 20 


Presentation of Financial Statements 
Cash Flow Statements 

Accounting Policies^ Changes in Accounting Estimates and Errors 
Borrowing costs 

Consolidated and Separate Financial Statements 

Revenue from Exchange Transactions 

Construction contracts 

Inventories 

Leases 

Events after the Reporting Date 

Investment Property 

Property, Plant and Equipment 

Provisions, Contingent Liabilities and Contingent Assets 

Impairment of Non-cash generating Assets 

Revenue from Non-Exchange Transactions 

Presentation of Budget Information in Financial Statements 

Impairment of Cash- generating Assets 

Non - Current assets held for sale 

Intangible Assets 

Heritage Assets 

Financial Instruments 

Related Party Disclosures 


Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or 
permitted by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's financiai 
statements, unless explicitly stated. The details of any changes in accounting policies are explained in the 
relevant policy. 


1.2 PRESENTATION CURRENCY 


These annual financial statements are presented in South African Rand, which is the functional currency of 
the Municipality. The figures are rounded off to the nearest Rand. 


13 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on the assum 
continue to operate as a going concern for at least the next 12 months. 
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MBOMBELA LOCAL MUNICIPALITY 

AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 


1.4 COMPARATIVE INFORMATION 

When the presentation or classification of items in the annual financial statements is amended, prior period 
comparative amounts are restated. The nature and reason for the reclassification is disclosed. Where 
accounting errors have been identified in the current year, the correction is made retrospectively as far as 
is practicable, and the prior year comparatives are restated accordingly. Where there has been a change in 
accounting policy in the current year, the adjustment is made retrospectively as far as is practicable, and 
the prior year comparatives are restated accordingly. 

g NEW STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT 
YET EFFECTIVE 


The foitowing GRAP standards have been approved and effective dates have been determined however 
the standards have not been early adopted nor an accounting policy developed by the Municipality: 


STANDARD ISSUED AND EFFECTIVE DATE DETERMINED 

STANDARD APPLIED 

GRAP 25 Employee Benefits 

IAS 19 


1.6 PROPERTY, PLANT AND EQUIPMENT 
1.6.1 INITIAL RECOGNITION 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held 
for use in the production or supply of goods or services, rental to others, or for administrative purposes, 
and are expected to be used during more than one year Items of properly, plant and equipment are initially 
recognised as assets on acquisition date and are initially recorded at cost 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to 
bring the asset to the location and condition necessary for it to be capable of operating in the manner 
intended by the Municipality. Trade discounts and rebates are deducted in arriving at the cost. The cost 
also includes the initial estimate of the costs of dismantling and removing the asset and restoring the site 
on which it is located. Including import duties and non-refundabie taxes. 

When significant components of an item of property, plant and equipment have different useful lives, they 
are accounted for as separate items (major components) of property, plant and equipment. 

Where an asset is acquired by the Municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or 
monetary assets, or a combination of monetary and non-monetary assets, the asset acquired is initially 
measured at fair value (the cost). If the acquired item’s fair value was not determinable, it’s deemed cost is 
the carrying amount of the asset(s) given up. 


Major spare parts and servicing equipment qualify as property, plant and equipment when the Municipality 
expects to use them during more than one period. Similarly, if the major spare parts and servicing 
equipment can be used only in connection with an item of property, plant and equipment, they are 
accounted for as property, plant and equipment 


1.6.2 SUBSEQUENT MEASUREMENT 


Subsequent to initial recognition, items of property, plant 
accumulated depreciation and impalmnent losses. Land is 
indefinite useful life. 


and equipment are measured at cost less 
not deprecic , 

Audited 


By 


Where the Municipality replaces parts of an asset, it derecognises the part of the asset being replaced and 
capitalises the new component. Subsequent expenditure incurred on an asset is (^|p|^lise|tj.wf^rTnit 
increases the capacity or future economic benefits associated with the assot. 
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1 .6 PROPERTY, PLANT AND EQUIPMENT (cont) 

1.6.3 DEPRECIATION 

Depreciation is calculated on the depreciable amount using the straight-line method over the estimated 
useful lives of the assets. Components of assets that are significant in relation to the whole asset and that 
have different useful lives are depreciated separately. The annual depreciation rates are based on the 
following estimated average asset lives: 

Infrastructure 
Roads and Paving 
Pedestrian Malls 
Electricity 
Water 
Sewerage 


Community 

Buildings 25-30 

Recreational Facilities 25-30 

Security 10-25 

Halls 25-30 

Libraries 25-30 

Other assets 

Finance lease assets 

Office equipment 3-1 5 

Other assets 2-10 

Other 

Buildings 25-30 

Specialised vehicles 5-10 

Other vehicles 4-7 

Office equipment 3-15 

Furniture and fittings 5-7 

Watercraft 4-7 

Bins and containers 6-1 0 

Specialised plant and equipment 2-20 

Other items of plant and equipment 2-10 

Landfill sites 10-55 

Emergency equipment 5-1 0 

Computer equipment 3-5 


The residual value, the useful life of an asset and the depreciation method is reviewed annually and any 
changes are recognised as a change in accounting estimate in the Statement of Financial Performance. 

1.6,4 DERECOGNITION 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are 
no further economic benefits or service potential expected from the use of the asset The gain or loss 
arising on the disposal or retirement of an item of property, plant and equipment is determined as the 
difference between the sales proceeds and the carrying value and is recognised in the Statement of 
Financial Performance. 


Useful Lives 

3-60 

15-30 

3-50 

5-55 

10-55 


1 J INTANGIBLE ASSETS 


1 J,1 INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary asset without phydii 
computer software, licences, and development costs. The Municipality 
Statement of Financial Position only when it is probable that the exp^ 
service potential that are attributable to the asset will flow to the Municfi 
the asset can be measured reliably. 


Audited 
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MBOMBELA LOCAL MUNICtPALITY 

AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

1 .7 INTANGIBLE ASSETS (cont) 

Internally generated intangible assets are subject to strict recognition criteria before they are capitalised. 
Research expenditure is never capitalised, while development expenditure is only capitalised to the extent 
that: 

* the Municipality intends to complete the intangible asset for use or sale; 

* it is technically feasible to complete the intangible asset; 

* the Municipality has the resources to complete the project; and 

* it is probable that the municipality will receive future economic benefits or service potential. 


The expenditure attributable to the intangible asset during its development can be reliably measured by the 
Municipality, 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the Municipality for no or nominal consideration (I.e, a non- 
exchange transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 


Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value 
(the cost). If the acquired item's fair value was not determinable, it's deemed cost is the carrying amount of 
the asset(s) given up. 

1.7,2 SUBSEQUENT MEASUREMENT 

Intangible assets are subsequently carried at cost less accumulated amortisation and impairments. The 
cost of an intangible asset is amortised over the useful life where that useful life is finite. Where the useful 
life is indefinite, the asset is not amortised but is subject to an annual impairment test, and the useful life is 
reviewed at each reporting date, and if the useful life has changed from indefinite and definite, it is treated 
as a change in accounting estimate in Statement of Financial Performance. 


1.7.3 AMORTISATION 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated 
useful lives using the straight line method. The annua! amortisation rates are based on the following 
estimated average asset lives: 


Computer software 2-5 

Each item of intangible asset is amortised separately. 

Rights consist mainly of servitudes. Rights are not amortised as they have an indefinite useful life. A 
servitude right is granted to the Municipality for an indefinite period. The life of the servitude will remain in 
force as the Municipality exercises its rights under such servitudes. 

The amortisation period and the amortisation method for an intangible asset with a finite useful life are 
reviewed at each reporting date and any changes are recognised prospectively as a change in accounting 
estimate in the Statement of Financial Performance. 


1.7.4 DERECOGNITION 

intangible assets are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset The gain or loss arising on the disposal or 
retirement of an intangible asset is determined as the difference b^een-4be-sales-^feeeeds-^nd-the^ 
carrying value and is recognised in the Statement of Financial Perform; ince. 




Audited 
By 

2013 - 11 - 3 0 


Auditor General South Africa 
Mpumalanga Business Unit 


9 


MBOMBELA LOCAL MUNICIPALITY 
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L8 INVESTMENT PROPERTY 

1.8.1 INITIAL RECOGNITION 

Investment property indudes property (land or a building, or part of a building, or both land or buildings held 
(by the owner or lesee under a finance lease) to earn rentals and/or for capital appreciation, rather than 
held to meet service delivery objectives, the production or supply of goods or services, or the sale of an 
asset in the ordinary course of operations. 

At initial recognition, the Municipality measures investment property at cost including transaction costs 
once it meets the definition of investment property. However, where an investment property was acquired 
through a non-exchange transaction (i.e. where it acquired the investment property for no or a nominal 
value), its cost is its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

1.8.2 SUBSEQUENT MEASUREMENT ^ COST MODEL 

Investment property is measured using the cost model. Under the cost model, investment property is 
carried at cost less any accumulated depreciation and any accumulated impairment losses. 

Depreciation is calculated on the depreciable amount, using the straight-ilne method over the estimated 
useful lives of the assets. Components of assets that are significant in relation to the whole asset and that 
have different useful lives are depreciated separately. The annual depreciation rates are based on the 
following estimated average asset lives: 

Investment properties (excluding land) - 15 to 30 years 

1.9 HERITAGE ASSETS 

A heritage asset is defined as an asset that is held and preserved for cultural, environmental, historical, 
natural, scientific, technological and artistic significance for the benefit of present and future generations. 

1.9.1 INITIAL RECOGNITION 

An asset that has met the recognition requirement criteria for heritage assets shall be measured at its cost 
if such an asset has been acquired through an exchange transaction. 

Where a heritage asset has been acquired through a non-exchange transaction, its cost shall be 
measured at its fair value as at the date of acquisition. 

1.9.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Heritage assets are not depreciated based on their nature however the municipality assesses at each 
reporting date whether there is a need for impairment. 

1.10 NON-CURRENT ASSETS HELD FOR SALE 
1.10.1 INITIAL RECOGNITION 

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be 
recovered through a sale transaction rather than through continuing use. This condition is regarded as met 
only when the sale is highly probable and the asset (or disposal group) is available for Immediate sale in its 
present condition. Management must be committed to the sale, which should be expected to qualify for 
recognition as a completed sale within one year from the date of classification. 
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L10 NON-CURRENT ASSETS HELD FOR SALE (cont) 

110.2 SUBSEQUENT MEASUREMENT 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying amount and fair 
value less costs to sell 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, or while it is part 
of a disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are 
recognised in surplus or deficit 

111 INVENTORIES 

1.111 INITIAL RECOGNITION 

Inventories comprise current assets held for sale, consumption or distribution during the ordinary course of 
business. Inventories are initially recognised at cost Cost generally refers to the purchase price, plus 
taxes, transport costs and any other costs in bringing the inventories to their current location and condition. 
Where inventory Is manufactured, constructed or produced, the cost includes the cost of labour, materials 
and overheads used during the manufacturing process. 


Where inventory is acquired by the Municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of the item on the date acquired. 

111.2.SUBSEQUENT MEASUREMENT 

Inventories, consisting of consumable stores, raw materials, work- in -progress and finished goods, are 
valued at the lower of cost and net realisable value unless they are to be distributed at no or nominal 
charge, in which case they are measured at the lower of cost and current replacement cost. Redundant 
and slow-moving inventories are identified and written down in this way. Differences arising on the 
valuation of inventory are recognised in the Statement of Financial Performance in the year in which they 
arose. The amount of any reversal of any write-down of inventories arising from an increase in net 
realisable value or current replacement cost is recognised as a reduction in the amount of inventories 
recognised as an expense in the period in which the reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, 
distributed, written off or consumed, unless that cost qualifies for capitalisation to the cost of another asset. 


Unsold properties are valued at the lower of coal and net realisable value on a specific identification cost 
basis. Direct costs are accumulated for each separately identifiable development. Costs also include a 
proportion of overhead costs. 

In general the basis of allocating cost to inventory items is the first-in, first-out method OR the weighted 
average method. 


1 .1 2 FINANCIAL INSTRUMENTS 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability 
or a residual interest of another entity. 


The amortised cost of a financial asset or financial liability is the amount at which the financial asset or 
financial liability is measured at initial recognition minus principal repayments, plus or minus the cumulative 
amortisation using the effective interest method of any difference between that initial amount and the 


maturity amount, minus any reduction (directly or through the use of an allow; nee account) for irnpairmepT 

Audited 


or uncollectability 

A concessionary loan is a loan granted to or received by an entity on terms thaft are not market relatei 
Credit risk is the risk that one party to a financial instrument will cause a financial ioss for th 
failing to discharge an obligation. 



!r-r?o 


Auditor General South Africa 
Mpumalanga Business Unit 


11 


WIBOMBELA LOCAL MUNICIPALITY 
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ri2 FINANCIAL INSTRUMENTS (cont.) 

Currency risk is the risk that the fair value or future cash flows a financial instrument will fluctuate because 
of changes in foreign exchange rates. 

Derecognition Is the removal of a previously recognised financial asset or financial liability from an entity's 
statement of financial position. 

A derivative is a financial instrument or other contract with all three of the following characteristics: 

* Its value changes in response to the change in a specified interest rate, financial instrument price, 
commodity price, foreign exchange rate, Index of prices or rates, credit rating or credit index, or other 
variable, provided in the case of a non-finandal variable that the variable is not specific to a party to the 
contract (sometimes called the 'underlying'). 

* It requires no Initial net investment or an initial net investment that is smaller than would be required for 
other types of contracts that would be expected to have a similar response to changes in market factors. 

* It is settled at a future date. 

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial 
liability (or group of financial assets or financial liabilities) and of allocating the interest income or interest 
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated 
future cash payments or receipts through the expected fife of the financial instrument or, when appropriate, 
a shorter period to the net carrying amount of the financial asset or financial liability. When calculating the 
effective interest rate, an entity shall estimate cash flows considering all contractual terms of the financial 
instrument (for example, prepayment, call and similar options) but shall not consider future credit losses. 
The calculation includes all fees and points paid or received between parlies to the contract that are an 
integral part of the effective interest rate (see the Standard of GRAP on Revenue from Exchange 
Transactions), transaction costs, and all other premiums or discounts. There is a presumption that the cash 
flows and the expected life of a group of similar financial instruments can be estimated reliably. However, in 
those rare cases when it is not possible to reliably estimate the cash flows or the expected life of a financial 
instrument (or group of financial instruments), the entity shall use the contractual cash flows over the full 
contractual term of the financial instrument {or group of financial instruments) 


Fair value is the amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable willing parties in an arm's length transaction. 

A financial asset is: 

* Cash 

* a residual interest of another entity, or 

* a contractual right to ; 

receive cash or another financial asset from another ; or 
■- exchange financial assets or financial liabilities with another entity under conditions that are potentially 
favourable to the entity. 

A financial guarantee contract is a contract that requires the issuer to make specified payments to 
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due in 
accordance with the original or modified terms of a debt instrument. 


A financial liability is any liability that is a contractual obligation to: 

* deliver cash or another financial asset to another entity; or exchange financial assets or financial 
liabilities under conditions that are potentially unfavourable to the entity. 


• exchange financial assets or financial liabilities under conditions that are potentially unfa^ur^bj.i^^ the 
entity. 


Interest rate risk is the risk that the fair value or future cash flows of a fi 
because of changes in market interest rates. 
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1.12 FINANCIAL INSTRUMENTS (cont) 

Liquidity risk is the risk encountered by an entity in the event of difficulty in meeting obligations associated 
with financial liabilities that are settled by delivering cash or another financial asset. 

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions. 

Loans payable are financial liabilities, other than short-term payables on normal credit terms. 

Market risk is the risk that the fair value or future cash flow of a financial instrument will fluctuate because 
of changes in market prices. Market risk comprises three types of risk, interest rate risk and other price 
risk. 

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market prices (other than those arising from interest rate risk or currency risk), 
whether those changes are caused by factors specific to the individual financial instrument or its issuer, or 
factors affecting all similar financial instruments traded in the market. 

A financial asset is past due when a counterparty has failed to make a payment when contractually due, 

A residual interest is any contract that manifests an interest in the assets of an entity after deducting all of 
its liabilities. A residual interest includes contributions from owners, which may be shown as: 

• equity instruments or similar forms of unitised capital; 

• a formal designation of a transfer of resources (or a class of such transfers) by the parties to the 
transaction as forming part of an entity's net assets, either before the contribution occurs or at the time of 
the contribution; or 

• a formal agreement, in relation to the contribution, establishing or increasing an existing financial interest 
in the net assets of an entity. 


Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of 
a financial asset or financial liability. An incremental cost is one that would not have been incurred if the 
entity had not acquired, issued or disposed of the financial instrument. 

Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial 
liabilities that have fixed or determinable payments, excluding those instruments that: 


- the entity designates at fair value at initial recognition; or 
• are held for trading. 

Financial instruments at cost are investments in residual interests that do not have a quoted martlet price in 
an active market, and whose fair value cannot be reliably measured. 


Financial instruments at fair value comprise financial assets or financial liabilities that are: 


• derivatives; 

• combined instruments that are designated at fair value; 

- instruments held for trading. A financial instrument held for trading if: 


it is acquired or incurred principally for the purpose of selling or repurchasing it in the near - term or 


on initial recognition it is part of a portfolio of identified financial instruments that are managed together 
and for which there is evidence of a recent actual pattern of short term profit taking; 


1 3nts at amortisei 



non- derivative financial assets or financial liabilities with fixed or deter minable payme nts that are 
designed at fair value at initial recognition and; 
financial instruments that do not meet the definition of financial instrum^ 
instruments at cost. 
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MBOMBELA LOCAL MUNICIPALITY 
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

1.12 FINANCIAL INSTRUMENTS (cont) 

Classification 

The municipality has the following types of financial assets (classes and category) as reflected on the face 
of the statement of financial position or in the notes thereto: 

Class Category 

Receivables from exchange transactions Financial asset measured at amortised cost 

Other receivables Financial asset measured at amortised cost 

Held to maturity investment Financial asset measured at amortised cost 

Cash and cash equivalents Financial asset measured at amortised cost 

The municipality has the following types of financial liabilities (classes and category) as reflected on the 
face of the statement of financial position or in the notes thereto: 

Class 

Long term liabilities 
Payables from exchange 
Finance lease obligations 
Bank overdrafts 

Initial Recognition 

The entity recognises a financial asset or a financial liability in its Statement of Financial Position when the 
entity becomes a party to the contractual provisions of the instrument This Is achieved through the 
application of trade date accounting. 

Upon initial recognition the entity classifies financial instruments or their component parts as a financial 
liabilities, financial assets or residual interests in conformity with the substance of the contractual 
arrangement and to the extent that the instrument satisfies the definitions of a financial liability, a financial 
asset or a residual interest. 

Initial Measurement of financial assets and financial Nabilities 

The entity measures a financial asset and financial liability initially at its fair value plus transaction costs 
that are directly attributable to the acquisition or issue of the financial asset or financial liability. 

The entity measures a financial asset and financial liability initially at its fair value [if subsequently 
measured at fair value]. 

The entity first assesses whether the substance of a concessionary loan is in fact a loan. On initial 
recognition, the entity analyses a concessionary loan into its component parts and accounts for each 
component separately. The entity accounts for that part of a concessionary loan that is: 

a social benefit in accordance with the Framework for the Preparation and Presentation of Financial 
Statements, where it is the issuer of the loan; or 

non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange 
Transactions (Taxes and Transfers), where it is the recipient of the loan. 


Category 

Financial liability measured at amcrtised cost 
Financial liability measured at amortised cost 
Financial liability measured at amortised cost 


Subsequent measurement of financial assets and financial liabilities 

The entity measures all financial assets and financial liabilities after initial recognition using the following 
categories: 

• Financial instruments at amortised cost. 
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112 FINANCIAL INSTRUMENTS (cont) 

Fair value measurement considerations 

The best evidence of fair value is quoted prices in an active market. If the market for a financial instrument 
is not active, the entity establishes fair value by using a valuation technique. The objective of using a 
valuation technique is to establish what the transaction price would have been on the measurement date in 
an arm’s length exchange motivated by normal operating considerations. Valuation techniques include 
using recent arm's length market transactions between knowledgeable, willing parties, if available, 
reference to the current fair value of another instnjment that is substantially the same, discounted cash flow 
analysis and option pricing models. If there is a valuation technique commonly used by market participants 
to price the instalment and that technique has been demonstrated to provide reliable estimates of prices 
obtained in actual market transactions, the entity uses that technique. The chosen valuation technique 
makes maximum use of market inputs and relies as little as possible on entity-specific inputs. It 
incorporates all factors that market participants would consider in setting a price and is consistent with 
accepted economic methodologies for pricing financial instruments. Periodically, an municipality calibrates 
the valuation technique and tests it for validity using prices from any observable current market 
transactions in the same instrument (ie. without modification or repackaging) or based on any available 
observable market data. 

The fair value of a financial liability with a demand feature (e. eposit) is not less than the amount payable 
on demand, discounted from the first date that the amount could to be paid. 

Gains and losses 

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at 
fair value is recognised in surplus or deficit. 

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised 
in surplus or deficit when the financial asset or financial liability is derecognised or impaired, or through, the 
amortisation process. 

Impairment and uncollectibility of financial assets 

The entity assess at the end of each reporting period whether there is any objective evidence that a 
financial asset or group of financial assets is impaired. 


Financial assets measured at amortised cost: 

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has 
been incurred, the amount of the loss is measured as the difference between the asset's carrying amount 
and the present value of estimated future cash flows {excluding future credit losses that have not been 
incurred) discounted at the financial asset's original effective interest rate. The carrying amount of the asset 
is reduced directly OR through the use of an allowance account. The amount of the loss is recognised in 
surplus or deficit. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised, the previously recognised 
impairment loss is reversed directly OR by adjusting an allowance account. The reversal does not result in 
a carrying amount of the financial asset that exceeds what the amortised cost would have been had the 
impairment not been recognised at the date the impairment is reversed. The amount of the reversal is 
recognised in surplus or deficit. 


Financial assets measured at cost; 


If there is objective evidence that an impairment loss has been incurred 
interest that is not measured at fair value because its fair value cannot be 
the impairment loss is measured as the difference between the carrying 
the present value of estimated future cash flows discounted at the current 
financial asset. Such impairment losses are not reversed. 
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112 FINANCIAL INSTRUMENTS (conL) 

Derecognition 
Financial assets 

The entity derecognises financial assets using trade date accounting. 

The entity derecognises a financial asset only when: 

* the contractual rights to the cash flows from the financial asset expire, are settled or waived; 

* the entity transfers to another party substantially all of the risks and rewards of ownership of the 
financial asset; or 

* the entity, despite having retained some significant risks and rewards of ownership of the financial 
asset, has transferred control of the asset to another party and the other party has the practical ability to 
sell the asset in its entirety to an unrelated third party, and is able to exercise that ability unilaterally and 
without needing to impose additional restrictions on the transfer. In this case , the entity: 

derecognise the asset; and 

recognise separately any rights and obligations created or retained in the transfer. 

The carrying amounts of the transferred asset are allocated between the rights or obligations retained and 
those transferred on the basis of their relative fair values at the transfer date. Newly created rights and 
obligations are measured at their fair values at that date. Any difference between the consideration 
received and the amounts recognised and derecognised is recognised in surplus or deficit in the period of 
the transfer 

If the entity transfers a financial asset in a transfer that derecognition in its entirety and retains the right to 
service the financial asset for a fee, it recognise either a or a servicing liability for that servicing contract. If 
the fee to be received is not expected to compensate the entity adequately for performing the servicing, a 
servicing liability for the servicing obligation is recognised at its to be received is expected to be more than 
adequate compensation for the servicing, a servicing for the servicing right at an amount determined on the 
basis of an allocation of the carrying amount of asset. 

If, as a result of a transfer, a financial asset is entirety but the transfer results in the entity obtaining a new 
financial asset or assuming a new a servicing liability, the entity recognise the new financial asset, financial 
liability or servicing liability, the entity recognise the new financial asset, financial liability at fair value 


On derecognition of a financial asset in its entity, the difference betw/een the carrying amount and the sum 
of the consideration received is recognised in surplus or deficit. 

If the transferred asset is part of a larger financial asset and the part transferred qualifies for derecognition 
in its entirety, the previous carrying amount of the larger financial asset is allocated between the part that 
continues to be recognised and the part that is derecognised, based on the relative fair values of those 
parts, on the date of the transfer. For this purpose, a retained servicing asset is treated as a part that 
continues to be recognised. The difference between the carrying amount allocated to the part derecognised 
and the sum of the consideration received for the part derecognised is recognised in surplus or deficit. 


If a transfer does not result in derecognition because the entity has retained substantially all the risks and 
rewards of ovmership of the transferred asset, the entity continue to recognise the transferred asset in its 
entirety and recognise a financial liability for the consideration received. In subsequent periods, the e ntity 
recognises any revenue on the transferred asset and any expense incinTed"orntT5 nnancial ijalb'ifity. father 
the asset, and the associated liability nor the revenue, and the associat 
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1.12 FINANCIAL INSTRUMENTS (cont) 

Financial liabilities 

The entity removes a financial liability (or a part of a financial liability) from its statement of financial position 
when it is extinguished -i.e. when the obligation specified in the contract is discharged, cancelled, expires 
or waived. 

An exchange between an existing borrower and lender of debt instruments with substantially different terms 
is accounted for as having extinguished the original financial liability and a new financial liability is 
recognised. Similarly, a substantial modification of the terms of an existing financial liability or a part of it is 
accounted for as having extinguished the original financial liability and having recognised a new financial 
liability. 

The difference between the carrying amount of a financial liability (or part of a financial liability) 
extinguished or transferred to another party and the consideration paid, including any non-cash assets 
transferred or liabilities assumed, is recognised in surplus or deficit. Any liabilities that are waived , forgiven 
or assumed by another municipality by way of a non exchange transaction are accounted for in accordance 
with the Standard of GRAP on revenue from Non- Exchange transactions. 

1.13 PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS 

Provisions are recognised when the Municipality has a present obligation (legal or constructive) as a result 
of past events, it is probable that an outflow of resources embodying economic benefits will be required to 
settle the obligation and a reliable estimate of the provision can be made. Provisions are reviewed at each 
reporting date and adjusted to reflect the current best estimate. Where the effect is material, non-current 
provisions are discounted to their present value using a pre-tax discount rate that reflects the markets 
current assessment of the time value of money, adjusted for risks specific to the liability (for example in the 
case of obligations for the rehabilitation of land). 


The Municipality does not recognise a contingent liability or contingent asset. A contingent liability Is 
disclosed unless the possibility of an outflow of resources embodying economic benefits is remote, A 
contingent asset is disclosed where an inflow of economic benefits is probable. 

Future events that may affect the amount required to settle an obligation are reflected in the amount of a 
provision where there is sufficient objective evidence that they will occur Gains from the expected disposal 
of assets are not taken into account in measuring a provision. Provisions are not recognised for future 
operating losses. The present obligation under an onerous contract is recognised and measured as a 
provision. 


1.14 LEASES 


114.1 MUNICIPALITY AS LESSEE 

Leases are classified as finance leases where substantially all the risks and rewards associated with 
ownership of an asset are transferred to the Municipality. Property, plant and equipment or intangible 
assets subject to finance lease agreements are initially recognised at the lower of the asset's fair value and 
the present value of the minimum lease payments. The corresponding liabilities are initially recognised at 
the inceptiori of the lease and are measured as the sum of the minimum lease payments due in terms of 
the lease agreement, discounted for the effect of interest. In discounting the lease payments, the 
Municipality uses the interest rate that exactly discounts the lease payments and unguaranteed residual 
value to the fair value of the asset plus any direct costs incurred. 


Subsequent to initial rBCogmtion, the leased assets are accounted for in accordance with the stated 
accounting policies applicable to property, plant, equipment or i 
the lease payments, which are allocated between the lease finance cost and the 
the effective interest rate method. Lease finance costs are expensec 

policies relating to derecognition of financial instruments are applied to lease payables. The ie^se asset is 
depreciated over the shorter of the asset's useful life or the lease term. 
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1,14 LEASES (cont.) 

Operating leases are those leases that do not fall within the scope of the above definition. The aggregate 
benefit of incentives of Operating lease are recognised as a reduction of rental expense on a straight-line 
basis over the term of the relevant lease. 

1.14.2 MUNICIPALITY AS LESSOR 

Under a finance lease, the Municipality recognises the lease payments to be received in terms of a lease 
agreement as an asset {receivable). The receivable is calculated as the sum of all the minimum lease 
payments to be received, plus any unguaranteed residual accruing to the Municipality, discounted at the 
interest rate implicit in the lease. The receivable is reduced by the capital portion of the lease instalments 
received, with the Interest portion being recognised as interest revenue on a time proportionate basis. The 
accounting policies relating to derecognition and impairment of fmancial instruments are applied to lease 
receivables. 

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant 
lease. 

1.16 REVENUE 

Revenue shall be measured at the fair value of the consideration received or receivable. Revenue is 
reduced for estimated customer returns, rebates, VAT and other similar allowances. 

1.16.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the Municipality directly in return for 
services rendered / goods sold, the value of which approximates the consideration received or receivable. 


Service charges 

Flat rate service charges relating to electricity and water which are based on consumption are metered and 
an estimate of consumption between the latest meter reading and the reporting date shall be recognised 
when: 

- It is probable that the economic benefits or service potential associated with the transaction will flow to 
the Municipality; and 

- The amount of the revenue can be measured reliably. 

Meters are read on a monthly basis and are recognised as revenue when invoiced. Provisional estimates 
of consumptions are made monthly when meter readings have not been performed and are recognised as 
revenue when invoiced. Adjustments to provisional estimates of consumption are made then recognised in 
the statement of financial performance in the invoicing period in which meters have been read. 


Revenue from the sale of electhcity prepaid meter credit is recognised at the point of sale. 

In respect of estimates of consumption between the last reading date and the reporting date, an accrual is 
made based on based on the average monthly consumption of consumers. 


Service charges relating to refuse removal are recognised on a monthly basis by applying the approved 
tariff to each property that has improvements. Tariffs are detenmined per category of property usage and 
are levied monthly based on the number of refuse containers on each property, regardless of whether or 
not containers are emptied during the month. 


Service charges from sewerage and sanitation are oasea on me size ot 
each property and connection, using the tariffs approved by Council and are levied monthlju^ycJ jted 


Sale of goods 

Revenue from the sale of goods is recognised when substantially all the 
the goods is passed to the consumer. 

Revenue from the sale of erven is recognised when all conditions asso 
been met. 



Bv 

risks and rewards of ownershic of 
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1.16 REVENUE (cont) 

Interest, royalties and dividends 

Interest shall be recognised on a time proportionate basis that takes into account the effective yield on the 
asset; 

Royalties are recognised as they are earned on a time basis is recognised on a straight-line basis over the 
period of the agreement. Royalty revenue that is based on production, sales and other measures is 
recognised in accordance with the substance of the relevant agreement. 

Dividends are recognised on the dale that the Municipality becomes entitled to receive the dividend. 

Agency Services 

Income for agency services is recognised on a monthly basis once the income collected on behalf of 
agents has been quantified. 

The income recognised is in terms of the agency agreement. 

The revenue is limited to the amount of any fee or commission payable to the Municipality as compensation 
for executing the agreed services. 

Collection charges are recognised when such amounts are incurred. 

L16.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions refers to transactions between one or more parties where the 
Municipality received revenue from another entity without directly giving approximately equal value in 
exchange. Revenue from non-exchange transaction is generally recognised to the extent that the related 
receipt or receivable qualifies for recognition as an asset and there is no liability to repay the amount. 

Rates (including collection charges and penalty interest) 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection 
charges are recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is 
recognised on a time proportionate basis. 

Rebates are respectively granted, to owners of land on which not more than two dwelling units are erected 
provided that such dwelling units are solely used for residential purposes. Additional relief is granted to 
needy, aged and/or disabled owners, based on income , The rebates granted are deducted from revenue. 


Property rates revenue is recognised once a rates account has been issued to ratepayers. Adjustments or 
interim rates are recognised once the municipal valuer has valued the change to properties. 

Fines 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised 
when payment is received, together with an estimate of spot fines and summonses that will be received 
based on past experience of amounts collected. 


Public donations and contributions 


Revenue from public contributions and donations is recognised when all conditions associated with the 
contribution have been met or where the contribution is to finance property, plant and equipment, when 
such items of property, plant and equipment qualifies for recognition and first becomes available for use by 
the Municipality. Where public contributions have been received but the Municipality has not met the 
related conditions, a deferred income (liability) is recognised. 

Deferred income relating to government grants are recognised on the follewmg-bases^ — 

* Capital contributions to property, plant and equipment: Credited on a systematic basisA^tli^St^temenl 
of financial Performance based on the estimated useful life of the plant and equipment. 


Income-related grants subsidising expenses: Credited to the Stated lent of Financial Performance as 
revenue when the related expense is recognised. ^ ^ ^ ^ 

Contributed property, plant and equipment is recognised at fair value, when such items of property, plant 
and equipment qualifies for recognition and become available for use by j Africa 
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L15 REVENUE (cont) 

Other 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on 
legislated procedures, including those set out in the Municipal Finance Management Act (Act No,56 of 
2003) and is recognised when the recovery thereof from the responsible councillors or officials is virtually 
certain. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of 
the lease agreement. 

1.15.3 GOVERNMENT GRANTS, TRANSFERS AND DONATIONS 

Government Grants can be in the form of grants to acquire or construct fixed assets (capital grants), grants 
for the furtherance of national and provincial government policy objectives and general grants to subsidise 
the cost incurred by municipalities rendering services. 

Capital grants and general grants for the furtherance of government policy objectives are usually restricted 
revenue in that stipulations are imposed \n their use. 

Conditional grants, donations and funding were recognised as revenue in the Statement of Financial 
Performance to the extent that the Municipality has complied with any criteria, conditions or obligations 
embodied in the agreement/arrangement To the extent that the criteria, conditions and obligations have 
not been met a liability is raised in the Statement of Financial Position. Unconditional grants, donations 
and funding are recognised as revenue in the Statement of Financial Position at the earlier of the date of 
receipt or when the amount is receivable. 


Contributed assets are recognised at fair value when the risks and rewards associated with such asset 
transfer to the Municipality. 

1.16 BORROWING COSTS 

Borrowing costs that are directly attributable to the acquisition, construction or production of qualifying 
assets are capitalised to the cost of that asset unless it is inappropriate to do so. The Municipality ceases 
the capitalisation of borrowing costs when substantially all the activities to prepare the asset for its intended 
use or sale are complete. It is considered inappropriate to capitalise borrowing costs where the link 
between the funds borrowed and the capital asset acquired cannot be adequately established. 


Borrowing costs incurred other than on qualifying assets are recognised as an expense in surplus or deficit 
when incurred. 

1,17 EMPLOYEE BENEFITS 

1.17.1 Short-term employee benefits 

The cost of short-term employee benefits, which include salaries and wages, short-term compensated 
absences, non-monetary benefits such as medical aid and performance plans, are expensed in the 
Statement of Financial Performance in the financial year during which the payment is made. 


Liabilities for short-term employee benefits that are unpaid at year-end are measured at the undiscounted 
amount that the Municipality expected to pay in exchange for that service that had accumulated at the 
reporting date. 


to 


1.17,2 Termination Benefits 

Termination benefits are recognised when actions have been taken 
demonstrably committed to either terminate the employment of an emplc| 
the normal retirement date; or provide termination benefits as a re: 
encourage voluntary redundancy. 
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1,17 EMPLOYEE BENEFITS (cont.) 

1,17.3 Retirement benefits 

The Municipality provides retirement benefits for its employees and councillors 

Contributions to defined contribution retirement benefit plans are recognised as an expense when 
employees and councillors have rendered the employment service or served office entitling them to the 
contributions. 

Defined contribution plans 

A defined contribution plan is a post-employment benefit plan under which the Municipality pays fixed 
contributions into a separate entity and will have no legal or constructive obligation to pay further amounts. 
Obligations for contributions to defined contribution pension plans are recognised as an employee benefit 
expense in the statement of financial performance when they are due. Prepaid contributions are 
recognised as an asset to the extent that a cash refund or a reduction in future payments is available. 


Defined benefit plans 

Defined benefit plans are post-employment benefit plans other than Defined Contribution plans. The 
defined benefit plans are valued triennually by means of the projected unit credit method. Deficits identified 
are recovered through lump sum payments or increased future contributions on a proportional basis to all 
participating municipalities. The contributions and lump sum payments are charged against income in the 
year in which they become payable. 

Past service costs are recognised immediately where the benefit is vested or are amortised on a straight- 
line basis over the average period that it will take for such benefits to become vested. 

The retirement benefit obligations recognised in the Statement of Financial Position represents the present 
value of the defined benefit obligation, adjusted for unrecognised actuarial gains and losses, unrecognised 
service cost and the fair value of plan assets. Where an asset results, such asset is limited to 
unrecognised actuarial losses, past service costs and the present value of available refunds and reductions 
in future contributions to the plan. 

Post employment medical care benefits 

The Munidpality provides post employment medical care benefits to its employees and their legitimate 
spouses. The entitlement to posWetirement medical benefits is based on employees remaining in service 
up to retirement age and the completion of a minimum service period. The expected cost of these benefits 
is accrued over the period of employment. 

1.18 CONSTRUCTION CONTRACTS AND RECEIVABLES 


Where the outcome of a construction contract can be estimated reliably, contract revenue and costs are 
recognised by reference to the stage of completion of the contract activity at the reporting date, as 
measured by the proportion that contract costs incurred for work performed to date bear to the estimated 
total contract costs. 

Variations in contract work, claims and incentive payments are included to the extent that they have been 
agreed with the customer. 


When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised 
to the extent that contract costs incurred are recoverable. Contract costs are recognised as an expense in 
the period in which they are incurred. 


When it is probable that total contract 
recognised as an expense immediately. 


costs will exceed total 


coptrachrevenuerThe'’es^^ loss is 
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1.19 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the 
conditions of an allocation received from another sphere of government. Municipality or organ of state and 
expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act 
(Act No.56 of 2003). Unauthorised expenditure is accounted for as an expense in the Statement of 
Financial Performance and where recovered, it is subsequently accounted for as revenue in the Statement 
of Financial Performance. 

1 .20 I RREG ULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 
of 2003), the Municipal Systems Act (Act No. 32 of 2000), the Public Office Bearers Act (Act No. 20 of 
1998) or is in contravention of the Municipality's supply chain management policy Irregular expenditure 
excludes unauthorised expenditure. Irregular expenditure is accounted for as expenditure in the Statement 
of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 


1 .21 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in 
the Statement of Financial Performance. 

1-22 VALUE ADDED TAX (VAT) 

The Municipality accounts for Value Added Tax on the payments basis 

1.23 BUDGET INFORMATION 

The annual budget figures have been presented in accordance with the GFRAP reporting framework. A 
separate statement of comparison of budget and actual amounts, which forms part of the annual financial 
statements has been prepared. The comparison of budget and actual amount will be presented on the 
same accounting basis, same classification basis and for the same entity and period as for the approved 
budget. The budget of the municipality is taken for a stakeholder consultative process and upon approval 
the approved budget is made publicly available. 

Material differences in terms of the basis, timing or entity have been disclosed in the notes to the annual 
financial statements. 

The most recent approved budget by Council is the final budget for the purpose of comparison with the 
actual amounts. 

1.24 IMPAIRMENT OF CASH- GENERATING AND NON-CASH GENERATING ASSETS 


The municipality classifies all assets held with the primary objective of generating a commercial return as 
cash generating assets and assets held primarily for service delivery purposes as non- cash generating 
assets. 

Impairment loss is the amount by which the carrying amount of an asset exceeds its recoverable amount 
or recoverable service amount. 


The municipality assesses at each reporting date whether there is any indication that cash and non-cash 
generating assets may be impaired. If any such indication exists, the rwoverabte-amotmrtrorre^^ able 
service amount of the asset is determined in order to establish the extent of impairment lofej(ti^p 

By 

/et available for use are tested for 
Die amount o^^^Dvei^e §e0/ioe 
every period and when there is an 


Intangible assets with an indefinite useful lives and intangible assets not 
impairment annually by comparing its carrying amount with its recovera 
amount. This impairment test is performed annually at the same time 
indication for impairment. 
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1,24 IMPAIRMENT OF CASH- GENERATING AND NONCASH GENERATING ASSETS (cont) 

Where it is not possible to estimate the recoverable amount of an individual cash generating asset, the 
recoverable amount of the cash-generating unit to which the asset belongs is determined. Cash generating 
units shall be identified consistently from penod to period for the same asset or types of assets, unless the 
change is justified. 

The recoverable amount of a cash generating unit is the higher of its fair value less costs to sell and its 
value in use. The value in use is the present value of the estimated future cash flows expected to be 
derived from the continuing use of an asset and from its disposal at the end of its useful life. 

The recoverable service amount of a non-cash-generating unit is the higher of its fair value less costs to 
sell and its value in use. The value in use is the present value of the remaining service potential of the 
asset and is determined using the most appropriate approach of the depredated replacement cost, 
restoration cost or service units approach. 

The discount rate used is a pre-tax discount rate that reflects the current market assessments of the time 
value of money and the risks specific to the asset for which the estimates of future cash flows has not been 
adjusted. 

If the recoverable amount or recoverable service amount of an asset is estimated to be less than its 
carrying amount the carrying amount of the asset is reduced to its recoverable amount or recoverable 
service amount. An impairment loss is recognised immediately in surplus or deficit to the Statement of 
Financial Performance. Any impairment loss of a revalued asset is treated as a revaluation decrease. 

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the 
revised estimate of its recoverable amount or recoverable service amount, such that the increased carrying 
amount does not exceed the carrying amount that would have been determined had no impairment loss 
been recognised for the asset in prior years. A reversal of Impairment loss is recognised immediately in 
surplus or deficit to the Statement of Financial Performance. Any impairment loss reversal of a revalued 
asset is treated as a revaluation increase. 

126 RELATED PARTIES 

The municipality has processes and controls in place to aid in the identification of related parties. Parties 
are considered to be related if one party directly or indirectly has the ability to control or jointly control the 
other party or exercise significant influence over the other party or vice versa. 

Management are those persons responsible for planning, directing and controlling the activities of the 
municipality including those charged with governance of the municipality in accordance with the legislation , 
in instances where they are required to perform such functions. 

Management is regarded as a related party and comprises councillors, Executive Mayor, Mayoral 
Committee members, Municipal Manager, Chief Operations Officer and General Managers. 

Close members of the family of a person are considered to be those family members who may be expected 
to influence or be influenced by that management in their dealings with the municipality. 

Related party transactions are disclosed in the notes to the annual financial statements 
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1.26 KEY SOURCES OF ESTIMATION UNCERTAINTY AND JUDGEMENTS 

The following areas involve a significant degree of estimation uncertainty: 

Useful lives and residual values of property, plant, and equipment 
Recoverable amounts of property, plant and equipment 

Provision for rehabilitation of landfill sites (discount rate used, number of years, amount of cash flows) 

Present value of defined benefit obligation 

Fair value of plan assets 

Provision for doubtful debts 

Impairment of assets 

Provision for long service awards 

The following areas involved judgements, apart from those involving estimations disclosed above, that 
management has made in the process of applying the Municipality's accounting policies and that have the 
most significant effect on the amounts recognised in the financial statements: 

Impairment of assets 
Provisions 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS 




2013 

2012 



R 

R 

[NVENTORIES 

Opening balance of Inventories: 


14 880 375 

13 991 802 

Consumable stores - at cost 


1 650 526 

1 424 550 

Maintenance n>atefials - at cost 


5 157 648 

3 858 960 

Spare parts - cost 


7 746 704 

8 437 871 

Medicines- at current replacement cost 


233179 

193 185 

Water - cost 


92 318 

77 236 

Additions: 


54 679 661 

77 3S7 763 

Consumable stores 


6 286 215 

4 589 055 

Maintenance materials 


19 687 862 

16 913106 

Spare parts 


5 429 195 

12 886 264 

Medicines 


- 

2 572 286 

Water 


23 276 389 

40 407 052 

Issued (expensed): 


53 986 934 

76 479190 

Consumable stores 


5 963 912 

4 363 079 

Maintenance materials 


18 952 628 

16 614 418 

Spare parts 


5 574 081 

13 577 431 

Medicines 


233 179 

2 532 292 

Water 


23 363 134 

40 391 970 

Closing balance of inventories: 


15 573 102 

14 880 376 

Consumable stores - at cost 


1 972 829 

1 650 526 

Maintenance materials - at cost 


5 892 882 

5157 648 

Spare parts - cost 


7 601 618 

7 746 704 

Medicines- at current replacement cost 


- 

233 179 

Water - cost 


105 573 

92 318 

TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 





Gross 

Balances 

Provision for 
Doubtful Debts 

Net Balance 


R 

R 

R 

Trade Receivables from exchange transactions as at 30 June 2013 

Electricity 

57 010 454 

17 174151 

39 836 303 

Water 

25 478 841 

20 391 825 

5 087 015 

Sewerage 

11 271 140 

a 81 1 357 

2 459 784 

Refuse 

68 354 451 

56 208 944 

12145 507 

Total trade receivables 

162 114 086 

102 586 277 

59 528 609 

Other 

36 883 737 

31 724 724 

5169 014 

Total Trade and other receivables from exchange transactions 

198 998 623 

134 311 001 

64687 623 


TRADE AND OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 
Trade Receivables from non-exchange transactions as at 30 June 2013 

1 41 945 565 1 22 043 134 1 9 902 431 

90 863 074 S9 876 784 986 290 


Rates 

tnterest on anears 


Total Trade and other receivables from non-exchange transactions 232 808 639 211 919 918 20 888 721 


Trade Receivables from exchange transactions as at 30 June 2012 
Electricity 
Water 
Sewerage 
Refuse 

Total trade receivables 
Other 

Total Trade and other receivables 

Trade Receivables from non-exchange transactions as at 30 June 2012 


Rates 

Interest 


54 499 646 
21 528 113 
10 346 1 42 
77 537 884 


1 1 964 943 
17 809 666 
8 210 528 
65 646 936 


42 534 705 
3 718 447 
2135 614 
11 990 948 


163 91 

34 51 

J 786 5 814 435 

198 42 

io 573 132 236 424' ' 66 1 94 149 

115 IE 
86 9^ 

tsy 

2 293 2ftS376lis 3 OiS805 687 

8 873 83 672 384 3 276 489 

202 i: 

1 166 183 048 990 

1 19 082 176 

VM 

AucHTor ucnorD! South AfricG 
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MBOMBELA LOCAL MUNICtPALiTY 

AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


2013 2012 


TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS (cont.) 

AGEING OF TRADE RECEIVABLES FROM EXCHANGE TRANSACTIONS 

R 

R 

Electricity: Ageing 

Current {0 - 30 days) 

35 023 793 

35 266 620 

31-60 Days 

3 476 236 

4 019 475 

61 - 90 Days 

1 958 310 

2 332 245 

91-120 Days 

1 324 420 

1 035 260 

121 -36S Days 

e 566 371 

4 068 244 

+385 Days 

Total 

6 661 324 

7 053 604 

57 010 454 

54 499 648 

Water: Ageing 

Current (0-30 days) 

1 632 225 

1 772 697 

31 - 60 Days 

763 302 

720 349 

61 - 90 Days 

800 073 

741 549 

91 - 120 Days 

927 216 

722 414 

121 - 365 Days 

3 662 568 

3 577 348 

+365 Days 

17 493 462 

13 993 856 

Total 

26 478 841 

21 628113 

Sewerage: Ageing 

Current (0 - 30 days) 

1 123 920 

1 133 505 

31 - 60 Days 

324 632 

394 981 

61 - 90 Days 

454 612 

330 214 

91 - 120 Days 

247 162 

207 362 

121 -365 Days 

1 442 207 

1 426 411 

+305 Days 

7 678 387 

6 804 669 

Total 

11 271 140 

10 346142 

Refuse: Ageing 

Current (0 - 30 days) 

4 207 506 

3 671 709 

31-60 Days 

1 622 615 

1 034 248 

61 - 90 Days 

1 273 236 

1 436 646 

91 - 120 Days 

1 224 262 

1 331 982 

121 -365 Days 

6 646 489 

9614311 

+365 Days 

51 130 323 

59 343 788 

Total 

68 354 451 

77 537 864 

Other Ageing 

Current (0-30 days) 

3 056 429 

2 492 623 

31 - 60 Days 

562 156 

395 593 

61-90 Days 

229 165 

269 569 

91-120 Days 

264 952 

157 721 

121 -305 Days 

3 622 637 

1 060 991 

+366 Days 

29 148 148 

30 142 289 

Total 

36 883 737 

34 518 786 

Total ageing from exchange transactions 



Current (0-30 days) 

45 243 873 

44 386 254 

31-60 Days 

6 946 940 

7 164 646 

61 - 90 Days 

4 715 601 

5 160 423 

91-120 Days 

3 938 052 

4 104 739 

121 -365 Days 

25 940 513 

19 766 305 

+365 Days 

112 161 643 

117 348 206 

Total 

198 998 623 

196 430 573 

AGEING OF TRADE RECEIVABLES FROM NON - EXCHANGE TRANSACTIONS 

Rates: Ageing 




13 966 528 

Current (0 - 30 days) 

31 - 60 Days 

6 697 551 

4 907 486 

61 - 90 Days 

4 92i^ 

4 383 070 

91-120 Days 

4 750 417 

3 797 835 

121 - 365 Days 

+365 Days \ |\ 

r 2 « 3 

22 656410 
fbs 469 915 

Total 1 V 

141 946 565 

flS 182 294 


Auditor General South Africa 
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MBOMBELA LOCAL MUNICIPALITY 

AUDITED ANNUAL FINANCfAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


3 TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS (cont.) 

Interest: Ageing 
Current (0 - 30 days) 

31 - 60 Days 
61-90 Days 
91 - 120 Days 
121 -365 Days 
+365 Days 
Total 

Total ageing from exchange transactions 

Cunent {0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
91-120 Days 
121 -365 Days 
+365 Days 
Total 

Summary of Debtors bv Customer Classification 


30 June 2013 
Current (0 - 30 days) 

31-60 Days 
61-80 Days 
91 ' 120 Days 
121 -365 Days 
+365 Days 

Total debtors by customer classification 


30 June 2012 
Current (0 - 30 days) 

31-60 Days 
61 - 90 Days 
91 - 120 Days 
121 -365 Days 
+365 Days 

Totai debtors by customer ci ass if i cation 

Reconciliation of the Impairment provision 

Balance at beginning of the year 
Contributions to provision 

Impaired debtors written of against provision 
Balance at end of year 

4 OTHER RECEIVABLES FROM NON - EXCHANGE TRANSACTIONS 


Financial 
Conditional Grants 
Deposits 
Interest Received 
Sundry debtors 

Mbombela Stadium Management 
Other 



2013 

2012 

cont) 

R 

R 


1 940 764 

1 745 930 


1 861 377 

1 682 901 


1 796 675 

1 614 206 


1 740 345 

1 575 952 


12 231 204 

11 145 002 


71 292 709 

69 184 882 


90 863 074 

66 948 873 


21 896 601 

15 711 458 


8 558 928 

6 590 387 


6 725 525 

5 997 276 


6 490 762 

5 373 837 


41 696 666 

33 803 412 


147 438156 

134 654 797 


232 608 639 

202131 167 

Residential 

Industrial 1 
Commercial 

Government 

R 

R 

R 

32 546 615 

30 883 124 

3 712 736 

10 491 363 

4 093 020 

923 466 

7 689 477 

2 659 602 

1 092 047 

7 282 489 

2 094 697 

1 101 629 

50 920 887 

12 727 623 

3 988 669 

209 006 709 

47 930 479 

2 662 614 

317 937 640 

100 383 544 

13 481 179 

Residential 

Industrial / 
Commercial 

Government 

32 422 703 

25 106 475 

2 568 533 

9108 969 

3 940 716 

705 347 

8 100 016 

2 486 262 

571 422 

6 719 273 

2414 171 

345 132 

42 439 777 

10 505 191 

624 746 

212 611 699 

39 303 737 

367 509 

311 e02 437 

83 756 552 

6 202 751 


315 285 414 

286 276 111 


70 537 405 

49 013 004 


(39 591 900) 

(20 003 701) 


346 230 919 

315 285 414 


36 856 282 

72 680 208 


Non Financial 
Payments made in advance 


Total Other receivables from non- exchange transactio 



Audited 

By 

2013 - 11 - 3 0 


nAuditor General South Africa 



26 160 545 65 655 514 

414 123 535 129 

1 390 1 390 

5496 931 5 140 397 

2 691 538 1 151 507 

2 082 755 396 270 




I 

■ 1 

rtf p- 


Att'JC3 ■ 

36 856 282 72 880 208 


Mpumalanga Business Unit 
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MBOMBELA LOCAL MUNICIPALITY 
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 





2013 

2012 

5 VAT (PAYABLE ) ! RECEIVABLE 



R 

R 

VAT (payable) / receivable 



(5 908 313) 

1 048 342 

VAT is payable on the receipts basis. VAT is paid over to SARS only once 
payment is received from debtors. 



6 CASH AND CASH EQUIVALENTS 





Cash and cash equivalents consist of the fbliowing: 

Cash at bank 

Operating account 

Cash on hand 


15 897 105 

10 158 257 

53 685 

35 469 772 
270 SOI 

51 435 




26 109 047 

35 792 008 

Shown on the Statement of Financial Positron as. - 
Cash and cash equivalents 

Sank overdrafts {cash book batance) 


26 109 047 
(6 550 920) 

35 792 008 




19 558 127 

35 792 008 

The Municipality has the following bank accounts: - 




Current Account (Primary Bank Account) 
Bank: ABSA Nel spruit 

Account Number. 40-5321-5785 





Cash book balance at beginning of year 



30 451 508 

6 092 417 

Cash book balance at end of year 



(6 550 920) 

30451 508 

Bank statement balance at beginning of year 



30 309 220 

17 921 207 

Bank statement balance at end of year 



14 990 721 

30 309 220 

Spiral Plan 

Bank: ABSA Nelspruit 

Account Number. 90-6703-3766 





Cash book balance at beginning of year 





Cash book balance at end of year 





Bank statement balance at beginning of year 



4 443 

4 386 

Bank statement balanoe at end of year 



4 467 

4 443 

Saving Account 

Bank: ABSA Nelspruit 

Account Number: 90-6916-6741 





Cash book balance at beginning of year 




- 

Cash book balance at end of year 




- 

Bank statement balance at beginning of year 



1 086 

1 162 

Bank statement balance at end of year 



973 

1 086 

Cheque Account (Housing) 

Bank: ABSA Nelspruit 

Account Number: 40“5414-9088 





Cash book balance at beginning of year 




396 632 

Cash book balance at end of year r 


Audited 

By 

- 

Bank statement balanoe at beginning of year 


396 322 

Bank statement balance at end of year 


- 



2013 - 11 - 3 0 


Auditor General South Africa 
Mpumalanga Business Unit 
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MBOMBELA LOCAL MUNICIPALITY 

AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


6 CASH AND CASH EQUIVALENTS (cont) 

Call Account (Water Deposits) 

Bank: ABSA Nelspruit 
Account Number: 90-6963-6617 

Cash book tjalance at t>eginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

Call Account (Grant Funding) 

Bank: ABSA Nelspnjit 
Account Number: 90-6983-9003 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

Call Account (Service Contribution) 

Bank: ABSA Nelspruit 
Account Number: 90-7568-1173 

Cash book baiance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 


Call Account (Taxi Disaster) 

Sank: ABSA Nelspruit 
Account Number 91-2727-3547 

Cash book balance at beginning of year 
Cash book balance at end of year 


Bank statement balance at beginning of year 
Bank statement balance at end of year 

Gall Account (2010 Soccer World Cup) 
Bank: ABSA Nelspruit 
Account Number 40-6774-2360 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Sank statement balance at end of year 


Mbombela Mayoral Fund 
Bank: ABSA Nelspruit 
Account Number: 40-788-9377 


Cash 

Cash 

Bank 

Bank 


book balance at beginning of ye^r_ 
book balance at end of year 

statement balance at beginning jof year 
statement balance at end of year 


(T 


Audited 

By 

2013 - 11 - 3 0 


Auditor General South Africa 
Mpumalanga Business Unit 


2013 

2012 

R 

R 


557 271 

556 713 

557 629 

557 271 

557 271 

656 713 

557 829 

557 271 


86 440 

68 351 

as 528 

88 440 

86 440 

88 351 

88 528 

88 440 


3 095 923 

7 390 361 

3 810 969 

3 096 923 

2 200 164 

5 141 064 

1 833 006 

2 200184 


26 981 

26 848 

27 109 

26 981 

24 133 

26 667 

27 109 

24133 


5 

- 

- 


. 




- 


254 879 

- 

. 


254 879 

- 
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MBOMBELA LOCAL MUNICIPALITY 
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


6 CASH AND CASH EQUIVALENTS (cont) 

Call Account (MbombeJa 2010 Host City) 

Sank: ABSA Nelspruit 
Account Number 40-7502-7970 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

Call Account (Mbombela 2010 Fan Park Operator) 

Bank: ABSA Nelspruit 
Account Number: 40-7611-2661 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

Cheque Account (White River Disaster Fund) 

Bank: ABSA Nelspruit 
Account Number 40-5141-9472 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

Cheque Account (Mbombela Conditional Grants) 

Bank: ABSA Nelspruit 
Account Number: 40-7804-8048 

Cash book balance at beginning of year 
Cash book balance at end of year 

Sank statement balance at beginning of year 
Sank statement balance at end of year 

Call Account (Lottery Distribution Trust Fund Mbombela) 
Bank: ABSA Nelspruit 
Account Number 40-6868-1426 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 


Cheque Account (Stadsraad van NST) 
Bank: ABSA Nelspruit 
Account Number: 10-7000-0209 


Cash 

Cash 


book balance at beginning of fear 
book balance at end of year 


Bank statement balance at beginnin g of year 
Bank statement balance at end of y« ar 


Audited 

By 

2013 - 11 - 3 0 


-j 


2013 

2012 

R 

R 


4911 

4 741 

5 085 

4911 

4911 

4 755 

5 086 

4 911 

1 055 

1 019 

1 093 

1 055 

1 055 

1 022 

1 093 

1 055 

22 816 

22 816 

22 816 

22 816 

25 830 

25 521 

25 986 

25 830 

50 036 


52 106 

50 038 

50 036 

. 

52106 

- 

1 169 630 

1 151 339 

55 935 

1 169 830 

1 169 830 

1 151 339 

65 935 

1 169 830 



- 

- 


. 

- 

- 
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MBOMBELA LOCAL MUNICIPALITY 

AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 



2013 

2012 

CASH AND CASH EQUIVALENTS (cont,) 

R 

R 

FJeet Card 

Bank: ABSA Nelspruit 

Account Number. 7082-8310-0011-1728 



Cash book balance at beginning of year 

_ 


Cash book balance at end of year 

- 

- 

Bank statement balance at beginning of year 


_ 

Bank statement balance at end of year 

- 

- 

Fixed Deposit 

Bank: ABSA Nelpmit 

Account Number: 20-7252-1892 



Cash book balance at beginning of year 

- 

_ 

Cash book balance at end of year 

- 

- 

Bank statement balance at beginning of year 


. 

Bank statement balance at end of year 

- 

- 

Cheque Account 

Bank- ASSA, Prime Link Account 

Account Number: 40-6653-7243 



Cash book balance at beginning of year 

270 801 

390 171 

Cash book balance at end of year 

10 158 257 

270 601 

Bank statement balance at beginning of year 

270 801 

390 171 

Sank statement balance at end of year 

10 158 255 

270 801 

Fixed Deposit 

Sank: ABSA Nelpaiit 

Account Number 20-7075-3384 



Cash book balance at beginning of the year 

567 963 

10193 814 

Cash book balance at end of year 

11 014 737 

567 963 

Bank statement balance at beginning of year 

567 777 

10 193 814 

Bank statement balance at end of year 

11 014 737 

567 777 

A fix deposit amounting to R9 800 000 has been invested with ABSA as security for a loan of 

R200 000 000 at Development Bank of South Africa (DBSA) 



Cash on hand 



Petty Cash 

53 685 

51 435 

Total cash on hand 

53 686 

SI 435 
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MBOMBELA LOCAL MUNICIPALITY 

AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


8 INTANGIBLE ASSETS 


Computer 


Reconciliation of carrying value 

Software 

Servitudes 

Total 

30 June 2013 

R 

R 

R 

Carrying values at beginning of the year 

1 390 984 

4 590 568 

5 981 552 

Cost 

5 770 933 

4 590 568 

10 361 501 

Accumulated amortisation and impairment losses 

(4 379 949) 

- 

(4 379 949) 

Under construction 



. 

Acquisitions 

- 

- 

- 

Amortisation 

(287 915) 

- 

(287 915) 

Carrying values at the end of the year 

1 103 069 

4 590 568 

5 693 637 

Cost 

5 770 933 

4 590 568 

10 361 501 

Accumulated amortisation and impairment losses 

(4 667 864) 

- 

(4 667 864) 



Computer 



Reconciliation of carrying value 

Software 

Servitudes 

Total 

30 June 2012 

R 

R 

R 

Carrying values at beginning of the year 

3 012 828 

4 590 568 

6 249 414 

Cost 

7 124 915 

4 590 568 

11 715 483 

Correction of prior year 

(1 353 982) 

- 

(1 353 982) 

Accumulated amortisation and impairment losses 

(4 112 087) 

- 

(4 112 087) 

Under construction 


. 


Acquisitions 

- 

- 

- 

Amortisation 

(267 862) 

- 

(267 862) 

Carrying values at the end of the year 

2 744 966 

4 590 568 

5 981 552 

Cost 

5 770 933 

4 590 568 

10 361 501 

Accumulated amortisation and impairment losses 

(4 379 949) 

- 

(4 379 949) 


9 INVESTMENT PROPERTIES 


2013 2012 


Reconciliation of carrying value 

Carrying values at beginning of the year 
Cost 

Accumulated depreciation and impairment losses 
Depreciation 


R 


R 


341 310 086 352 912 930 

350 977 357 362 079 325 

{9 667 271) (9 166 395) 


(2 351 190) (2 402 604) 


9 200 240 


Cost 

- 

11 101 968 

Accumulated depreciation 

A ■ 1 ^ 


(1 901 728) 


Carrying values at the end of the year 
Cost 

Accumulated depredation and impaimnent losses 


2013 -I 


338 958 m 


341 310 086 


350 977 357f 

(12 018 461 


350 977 357 
(9 667 


Auditor General South Africa 
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MBOMBELA LOCAL MUNICIPALITY 
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


2013 2012 




R 

R 

10 

NON - CURRENT RECEIVABLES 




Housing selling scheme loans 

4 688 499 

4 641 169 


Impairment 

(4 004 797) 

(3 943 705) 


Current Portion 

(17 729) 

(64 787) 


Total Non - Current Receivables 

663 973 

632 677 

11 

INVESTMENTS 




Held to maturitv Investments 




Fixed Deposits 

13 696 409 

13 633 34S 


Less Fixed Term portion 

- 



Total Held to Maturity Investments 

13 696 409 

13 633 348 


A call deposit amountng to RiO 172 444 has been invested with Nedbank Bank as security for a loan 




OfR22 000 000 atDBSA 



12 

BORROWINGS 




Local Registered Stock Loans 

3 000 

3 000 


Annuity Loans 

203 684 399 

216 273 195 



203 687 399 

218 276 195 


Less : Current portion transferred to current liabilities 

14 259 575 

15 384 503 


Local Registered Stock Loans 

3 000 

3 000 


Annuity Loans 

U 256 575 

15 3S1 508 


Total Non-Current borrowings 

189 427 824 

202 891 687 


Certain investments have been pledged as security for borrowings as indicated in note 12. 
The loans are disclosed as follows: 


Institution 

Initial Date 

Redeemable date 

Principal Amount 

Interest Rate 

Balance 

ABSA 

2002 

2012 

14 350 000 

13.10% 

- 

OBSA 

1993 

2016 

22 000 000 

15.50% 

10 364 148 

OBSA 

2010 

2030 

200 000 000 

12.62% 

177 151 508 

Standard Bank / Inca 

2005 

2020 

25 000 000 

10.50% 

15 668 742 


203 e$4 398 


13 FINANCE LEASE LIABILITY 


30 June 2013 


Minimum lease payment 


Future finance 
charges 


Present value of 
minimum lease 
payments 


Amounts payable under finance leases 


R 


R 


R 


Within one year 
Within two to five years 


Less: Amount due for settlement within 12 months (current portion) 


30 June 2012 


Amounts payable under finance leases 


Minimum lease payment 


Within one year 
Within two to five years 


Less: Amount due for settlement within 12 months (current portion) 


73 750 


73 75 D 


The average lease term is 3-5 years and the average effective borrowing rate is 12%. Interest rates 
are fijced at the contract date No arrangements have been entered into for contingent rent. Obiigatiotfs 
under finance leases are secured by the lessor's title to the leased asset. 


Future finance 
charges 


Present value of 
minimum lease 
payments 


2 162 


71 588 
0 






71 

(71 SS8) 
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MBOMBELA LOCAL MUNICIPALITY 
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


2013 2012 



R 

R 

14 CONSUMER DEPOSITS 



NON-CURRENT 

Electricity and Water 

13 037 694 

10 162 553 

Total consumer depostta 

13 037 694 

10 162 6S3 

No interest is paid on consumer deposits. The nominal value of 
consumer deposits is (2012: R 16 105 13S 45) R17 789 257.00 



Guarantees held in lieu of Electricity and Water Deposits 

907 939 

889 274 

1 5 OTHER FINANCIAL LIABILITIES 



Consumer debt - Vat Liability 

24 119 371 

23 143 916 

Service contributions: Water 

905 914 

3 682 639 

Service contributions: Sewerage 

546 926 

1 863 643 

Sundry Deposits 

1 016 481 

909 507 

Amounts paid in advance 

22 593 973 

30 622 693 

Other 

30 498 743 

9 684 1 70 

Total Other Liabilities 

79 681 408 

69 906 567 

16 PROVISIONS 



Provision for rehabilitation of landfill sites (16.1) 

33 484 449 

81 136 147 

Provision for long-servioe awards (16.2) 

37 590 080 

30 626 220 

Total Provisions 

121 074 529 

111 762 367 


The provision for rehabilitation of landfill sites relates to the legal obligation to rehabilitate Jandfill sites 
used for waste disposal ^ It is calculated as the present value of the obligation to rehabilitate the landfill 
sites using the discount rate of 6.77% on the landfill closure cost model. 


A correction of an error was made due to ommision of the provision for Mbonisweni Landfill site whjch 
was previously not provided for. 

The long-servjce award is payable after every 5 years of continuous service. The provision js an 
estimate of the long-service based on historical staff turnover and has been determined by an actuary. 
The movement in the non-current provision is reconciled as follows: - 
16,1 Provision for rehabilitation of landfill sites: 


Balance at the beginning of year 
Correction of error 

Restated Balance at beginning of the year 

Ir^crease in Asset/Liabilities due to Change in Accounting Estimate 

Increase in provision due to discounting 

Balance at the end of year 

Disclosed in the Statement of Ftnancial Position as follows: 

Non-current portion 
Current portion 

Total tandfill she rehabilitation provision 
16.2 Provision for long-service awards: 


Balance al the beginning of year 
Contributions to provision 
Interest cost 
Actuarial (gain ) ! loss 
Expenditure incurred 
Balance at the end of year 


81 136 147 


10 112 345 
70 168 227 


2 34& 302 


655 575 


83 484 449 


SI 136 147 


77 622 531 
5 861 916 


81 136 147 


83 484 449 


SI 136 147 


30 626 220 
3 472 979 
2 543 142 


23 802 679 
2 838 941 
2 319 495 
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MBOMBELA LOCAL MUNICIPALITY 
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


2013 


2012 


16 PROVISIONS (cent) 

Assumptions for actuarial valuation 

The assumptions made for the actuarial valuation as at 30 June were as follows - 
Discount rate 
Salary inflation 

A 0,6 percentage charge in the assumed rate of increase of long service awards would have the 
following effect: 


30 June 2013 

Discount rate effect on the current service cost 
Discount rate effect on the defined benefit liability 

30 June 2012 

Discount rate effect on the current service cost 
Discount rate effect on the defined benefit liability 

Disclosed in the Statement of Financial Position as follows: 

Non-current portion 
Current portion 

Total provision for long service awards 


7.73% p a 
7.00% p.a 


Decrease 

R 


230 742 
1 697 422 


WA 


34 457 349 
3 132 731 


7.50% p.a 
WA 


increase 

R 


(212 165) 
(1 578102) 


N/A 


30 377 220 
249 000 


37 590 080 


30 626220 


17 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

Unspent Conditional Government Grants-Capital 
Municipal Infrastructure Grant (MIG) 

Department of Water Affairs and Forestry (DWAF) 

Int^rated National Electrification Programme Grant (INEP) 

EJectricity Demand Side Management Grant (DME) 

Neighbourhood Development Partnership Grant (NOPG) 

Expanded Public Works Programme (EPWP) Grant 

Unspent Conditional Government Grants-Operating 
Finance Management Grant (FMG) 

Municipal Systems Improvement Grant (MSIG) 

Provincial Grants 
Disaster Relief Grant 

Total Unspent Conditional Government Grants and Receipts 

Other unspent conditional grants 
National Lottery Grant 

Total unspent conditional government grants and public contributions 

18 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 

Trade creditors 
EsKom 

Department of Water Affairs (DWA) 

Retentions 

Accrued Staff Leave 

Accrued Bonusses 

Motor Vehicle Licenses Province 

Other creditors 

Total creditors 

The fair value of trade and other payables approximates their carrying amounts. 


L- 


127 546 147 


123 048 282 
2 169 542 

2 106 000 

144 323 


1 353 523 


16 718 

27 110 

1 309 695 


128 981 $70 
9 619 036 


9 619 036 


138 520 706 


176 560 074 
73 939 703 
30 596 372 
27 345 051 
27 876 954 
9 001 757 
34 042 10S 
5 809 609 


91 292 559 


85 076 993 
4 284 537 
1 241 511 

689 516 


2 803 40S 


77 410 
240 992 
26 982 
2 458 020 


94 095 964 
10 036 218 


10 036 218 I 


104 132182 


176 789 839 
74 298 305 
20 345 954 
24 752 340 
24 663 456 
3 322 648 
18 674 594 
5 780 714 
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MBOMBELA LOCAL MUNICIPALITY 
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


2013 2012 



R 

R 

DEFERRED REVENUE 



Delta EMO : Opening Balance 

5 415 727 

6 167 223 

Delta EMO ; Received during the year 


- 

Revenue recognised 

(2 595 204) 

(771 496) 

Total deferred revenue 

2 a2Q 523 

6 416 727 


This was an advance payment by Delta EMD for the construction of a landfill site. Delta EMO receives 
preferential pricing on the use of the landfiJf site and the revenue recognised is the amount billed for the 
utilisatioh of the landfill site. This net balance amount is therefore treated as deferred revenue. 


20 POST RETIREMENT HEALTH CARE EMPLOYEE BENEFITS 

The Municipality provides certain post-retirement health care benefits to staff. These health care 
benefits are unfunded. The municipality provides a 60% subsidy of medical scheme contribution to 
eligible in service and continuation members upon retirement subject to a maximum rand cap of 
R3, 277 J5 irrespective of marital status. 


20,1 Medical Aid Benefits Expense 


Current service cost 

11 6B5 912 

9 964 000 

Interest cost 

13 321 495 

11 045 000 

Actuarial (gain)/ losses 

(64 93S B70) 

4 813 000 

Actual post-retirement health care benefits payments 

(2 173 661) 

(1 920 247) 

Net post retirement health care benefit expense 

(42 105 124) 

23 901 753 


The Medical Aid Benefit expense is included In employee remuneration. 
20,2 Assumptions for actuarial valuation 


7.63% p.a 7.75% p.a 

9.27% p a e.25% p.a 

n/a 7.25% p.a 

65 60 

The expected retirement age (years) used in the actunal valuation assumptions changed from 60 to 65 
years due to a change in the pension fund scheme rules. 


The assumptions made for the actuarial valuation as at 30 June 201 3 were as follows: - 
Expected medical aid benefit increases 
Discount rate 
Salary inflation 

Expend retirement age (years) 


A one percentage change in the assumed rate of increase of medical aid benefits would have the 
following effect 


Dec rea se Increase 


30 June 2013 

R 



R 



Health cost inflatioh effect on the current service cost 

107 

591 

490 

111 

811 

601 

Health cost inflation effect on the defined benefit liability 

89 

728 

620 

135 

152 

820 

Discount rat effect on the current service cost 

111 

794 

690 

107 

627 

852 

Discount rate effect on the health care benefit liability 

134 

963 

B41 

90 

151 

964 

30 June 2012 







Health cost inflation effect on the current service cost 

20 

420 

000 

28 

624 

000 

Health cost inflation effect on the defined benefit liability 

126 

039 

ooo 

168 

496 

000 

Salary inflation effect on the health care benefit liability 

150 

434 

000 

151 

180 

000 

Discount rate effect on the health care benefit liability 

iee 

644 

000 

122 

972 

000 

Retirement age effect on the health care benefit liability 

159 

254 

000 

143 

147 

000 


20,3 Post-retirement Health Care Benefit Liability 

Present value of defined obligation {refer 21.4 below) 
Net Post-retirement Health Care Benefit Liability 


Audited 109 367 629 

151472 783 

D., 109367629 

151 472 753 

Caf 

2013 “ 11 - 3 0 


Auditor GsnsrsI South Africs 


Mpumalanga Business Unit 
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MBOMBELA LOCAL MUNICIPALITY 

AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


2013 2012 


R R 

20 POST RETIREMENT HEALTH CARE EMPLOYEE BENEFITS (cont) 

20.4 Changes In post-retirement Health Care Benefits Liability 


Changes in the present value of the defined benefit liability are as follows - 


Balance at beginning of the year 

1S1 472 763 

127 571 000 

Current service cost 

11 685 912 

9 964 ODD 

Interest cost 

13 321 495 

11 045 000 

Actuarial (gain)/ loss 

(64 938 870) 

4 813 000 

Actual post-retirement health care benefits payments 

(2 173 661) 

(1 920 247) 

Balance at end of year 

109 367 629 

151 472 763 

Disclosed in the Statement of Financial Position as follows: 

Non-cunrent portion 

W7 086 5SS 

146 742 753 

Current portion 

2 281 061 

2 730 000 

Total Post-retirement Health Care Liability 

PROPERTY RATES 

109 367 G2B 

151 472 763 

Actual 

Residential 

109 775 382 

99 011 659 

Commercial 

130 399 587 

119 606 783 

Agricultural 

10 111 027 

6 852 964 

Government 

19 944 561 

14 382 796 

Other 

4 086 403 

5 759 823 

Total 

274 316 9S0 

245 S16 025 

Property rates - penalties imposed and collection charges 

- 

- 

Total property rates 

274 3t6 960 

245 816 025 


PROPERTY RATES (Cont.) 


Valuations 


Residential 

22 059 245 547 

22 183 810 576 

Commercial 

10 420 552 629 

9 975 792 624 

Government 

945 971 015 

885 971 017 

Municipal 

2 253 282 523 

2 214 956 708 

Agriculture 

6 025 783 579 

5 855 373 566 

Other 

2 536 334 990 

2 033 369 562 

Total Propertv Valuations 44 246 170 283 

Valuations on land and buildings are performed every four years. The last valuation compiled in accordance with the Municipal 
Property Rates Act, 2004 came into effect on 1 July 2009 Intenm valuations are processed on a bi-annual basis to take into 
account changes in individual property values due to alterations 

A general rate of 0.7432 cent in a Rand (2012 0.6978 ) is applied to property valuations to determine property rates. Various 
rebates are granted to residential, business, agricultural and other properties and/or categories of owners m terms of the 
approved Property Rates By-Law, A compulsory phasing-in discount is applied on all newly rateable properties in terms of 
section 21 of the Municipal Property Rates Act, 2004, Rates are levied on a monthly basis on properly owners. Interest at 10 
% per annum (2012 ;10%) is levied on oustanding rates. 

43 149 274 053 

SERVICE CHARGES 

Sale of electncity 

543 808 308 

493 156 178 

Refuse removal 

59 029 266 

52 744 641 

Sale of water 

25 335 347 

25452 848 

Sewerage and sanitation charges 

15 134 173 

14 827 316 

Total Service Charges 

643 307 094 

586 138 333 


23 FINANCE INCOME 


Outstanding consumer debtors 

Cash and cash equivalent and investments 

Other Debtors 

Discounting 

Audited 21579477 

3 246 046 

By 232 763 

18 955 527 

2 749 838 
353 589 

Total Finance income 


* / 25 058 286 

22 05 S 934 


A 

N 2013 - 11-10 
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MBOMBELA LOCAL MUNICIPALITY 

AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FJNANCIAL STATEMENTS 


2013 2012 


24 GOVERNMENT GRANTS AND SUBSIDIES 

R 

R 

Capital Grants 

Municipal Infrastructure Grant 

106 072 831 

01 610 409 

Water SeAfJces Grant 

7 557 013 

3 521 226 

Integrated National Electrification Programme Grant (INEP) 

4 035 932 

- 

Public Transport Infrastructure Services Grant 

43 604 499 

- 

Library Information and Communications Teochnology (iCT) Capital Grant 

- 

5 555 

Lottery Grant 

433 287 

133 612 

Disaster Relief Giant 

726 398 

- 

Expanded Public Works Programme (EPWP) Grant 

596 220 


Neighbourhood Development Partnership Grant (NOPG) 

909 654 

4 239 988 

2013 Africa Cud of Nations Grant fAFCON) 

4 321 244 

- 

Total Government Grant and Subsidies (Capital) 

168 277 079 

89 510 790 

Operating Grants 

Equitable Share 

312 298 000 

279 161 976 

Department of Housing Settlement Grant (OHS) 

1 000 000 


Municipal Systems Improvement Grant (MSIG) 

1 040 992 

1 116 576 

Finance Management Grant (FMG) 

1 560 692 

1 516 222 

Water Services Grant 

3 009 000 

14 650 000 

Municipal Infrastructure Grant (Operating projects) 

26 740 454 

29 357 446 

Public Transport Infrastructure Services Grant 

7 536 986 


Integrated National Electrification Programme Grant (INEP) 

- 

3 060 890 

Electricity Demand Side Management Grant (DME) 


5 130 317 

Disaster Relief Grant 

280 904 


Department of Roads and Transport 


36 632 993 

Expanded Public Works Programme (EPWP) Grant 

2 129 987 

4 515 000 

2013 Africa Cup of Nations Grant (AFCON) 

26 S73 782 

- 

Total Government Grant and Subsidies (Operating) 

382 170 797 

375 143 419 

Total Government grants and subsidies (Operating and Capital) 

SSO 447 876 

464 654 209 

Equitable Share 

Tnjs grant is unconditional and is partially utilised for the indigent support through free basic services. 

312 298 000 

279 161 976 

Department of Housing Settlement Grant (DHS) 

This grant is unconditinal and was used for human settlement operational expenses within the 
municipality 

1 000 000 


Department of Water Affairs water services grant (DWA) 

This grant is unconditional and was used for the operations and maintainnance of the water services 
function within the municipality 

3 009 000 

14 650 000 

Finance Management Grant 

Balance unspent at beginning of year 

77 410 

343 632 

Current year receipts 

1 500 000 

1 250 000 

Conditions met - transferred to revenue - operating 

(1 560 692) 

(1 516 222) 

Unspent amount transferred to liabilities (See Note 17) 

The grant was used for the financial management internship and reforms prog ram mes.The conditions 
of the grant were met. 

16 718 

77 410 

Municipal Systems Improvement Grant 

Balance unspent at begtnning of year 

240 992 

569 568 

Current year receipts 

800 000 

790 000 

Conditions met - transferred to revenue - capital 

(1 040 992) 

(1 118 576) 

Unspent amount transferred to liabilities (See Note 17) 

(0) 

240 992 


The grant is to be used for the development and implementation of municipal turn around strategy, by- 
laws, policies and/or systems that supports local government legislation , strengthening admTm3tfativ& 
systems for effective implementation of ward participation system and improving mu i id pal audit 
outcome. 


Audited 

By 
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MBOMBELA LOCAL MUNJCIPALfTY 
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 



2013 

2012 

24 GOVERNMENT GRANTS AND SUBSIDIES (Conf.) 

R 

R 

DWA Water Services Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue - capital 

Conditions met - Value Added Tax - transferred to other revenue 

4 284 537 

6 500 000 
(7 557 013) 

(1 057 982) 

8 298 735 

(3 521 226) 
(492 972) 

Unspent amount transferred to liabilities (See Note 17) 

2 169 542 

4 284 637 

This grant vi/as used to fund the operating expenses for the water schemes transferred to the 
municipality by the Department of Water Affairs and Forestry (DWAF). The conditions of the grant were 
met. 



Municipal Infrastructure Grant 

Balance unspent at beginmng of year 

Current year receipts 

Conditions met- transferred to revenue - capital 

Conditions met - transferred to revenue operating 

Conditions met - Value Added Tax - transferred to other revenue 

65 076 993 

188 062 000 
(106 072 631) 

(26 740 454) 

(17 277 426) 

56 549 343 
155 031 000 
(31 610 409) 
(29 357 446) 
(15 535 500) 

Unspent amount transferred to liabilities (See Note 17) 

123 043 232 

86 076 993 


This grant was used to construct municipal infrastnjcture to provide basic services for the benefit of 
poor households. The amount transfered to operating relates to projects budgeted for as capital and 
service delivery was done but for financial reporting purposes the asset recognition criteria is not met 


Public Transport Infrasturcture and Systems Grant - PTIS {Public Transport Plan 2010) 

Balance unspent at beginning of year (62 041 51 4) (66 079 902) 

Current year receipts 08 703 000 45 000 000 

Conditions met - transferred to revenue - capital (43 604 499) (36 632 993) 

Conditions met - transferred to revenue operating (7 536 986) 

Conditions met - Value Added Tax * transferred to other revenue (7 159 808) (5 12S619) 

Unspent amount transferred to {receivables)^liabiiities (See Note 17) (22 439 SOS) (62 841 S14) 


The grant was used for accelarated pianning, construction and improvement of public and non- 
motorised transport infrastructure and services. The conditions of the grant were met and no funds 
have been withheid. 


Integrated National E I ectiifl cation Programme Grant (INEP) 


Balance unspent at beginning of year 

1 241 511 

4 302 401 

Current year receipts 


- 

Conditions met - transferred to revenue - capital 

(4 055 932) 

(3 060 890) 

Conditions met - Value Added Tax - transferred to other revenue 

(567 831) 


Unspent amount transferred to liabilities (See Note 17) 

The grant was utilised to address the electrification backlogs of occupied residential dwellings and the 
installation of bulk infrastructure, rehabilitation and refurbishment of electricity infrastructure in order to 
improve the quality of supply. 

(3 382 2S2) 

1 241 611 

Electricity Demand Side Management Grant (DME) 

Balance unspent at beginning of year 

(2 814 000) 

3 034 562 

Current year receipts 

5 000 000 


Conditions met - transferred to revenue 

Conditions met - Value Added Tax - transferred to other revenue 


(S 130 317) 
(718 244) 

Unspent amount transferred to liabilities (See Note 17) 

2 136 OOO 

(2 314 000) 


The grant is to be used for implementation of the electricity demand side management in order to 
reduce electricity consumption and improve energy efficiency 


Neighbourhood Development Partenarshlp Grant (NOPG) 

Balance unspent at beginning of year 
Current year receipts 

Conditions met - transferred to revenue* capitai 
Conditions met - Vatue Added Tax - transferred to other revenue 
Unspent amount transferred to liabilities (See Note 17) 

The grant is to be utilised for the re-development in former R 293 townships. 



189 518 


Audited®* 

r> (909 654) 
^7 (127 352) 


(347 4S8) 


15 783 371 

! 

i[4 239 966) 
' f853 664) 


2013 - 11 - 3 0 
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AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


2013 2012 



R 

R 

24 GOVERNMENT GRANTS AND SUBSIDIES (Cent) 



National Lottery Grant 

Balance unspent at beginning of year 

10 036 216 

10 151 339 

Current year receipts 

16 105 

18 491 

Conditions met - transferred to revenue - capital 

(433 287) 

(133 612) 

Unspent amount transferred to liabilities (See Note 17) 

9 619 036 

10 036 218 


The grant is to be utilised for Sports Development programmes. The conditions of the gant has not 
been met. 


Disaster Relief Grant 

Balance unspent at beginning of year 2 45S 020 

Current year receipts 

Conditions met - transferred to revenue - capital (726 398) 

Conditions met - transferred to revenue operating (280 905) 

Conditions met - Value Added Tax - transferred to other revenue (141 023) 

Unspent amount transferred to liabilities (See Note 17) 1 309 695 


The grant was used for immediate responses to disaster within the municipality 


Expanded Public Works Programme (EPWP) Grant 
Balance unspent at beginning of year 

Current year receipts 2 954 000 

Conditions met - transferred to revenue - capital (59& 219) 

Conditions met - transferred to revenue operating (2 1 29 9B7) 

Conditions met - Value Added Tax - transferred to other revenue (83 471) 

Unspent amount transferred to liabilities (See Note 17) 144 323 


The grant was used to expand employment creation as a national priority through the use of labour 
intensive delivery methods within the municipality. 

2013 Africa Cup of Nations Grant (AFCON) 

Balance unspent at beginning of year 
Current year receipts 

Conditions met - toansfenred to revenue - capital 
Conditions met - transferred to revenue - operational 
Conditions met - Value Added Tax - transferred to other revenue 
Unspent amount transferred to liabilities (See Note 17) 

This grant was used for the hosting of the 2013 Africa Cup of Nations held by the municipality in terms 
of the host cuty agreement. 

Other Provincial Grants 

Balance unspent at beginning cf year 26 932 

Currentyear receipts 12S 

Conditions met “ transferred to revenue (Operating Provincial Housing) 

Conditions met - transferred to revenue (Operatir^g Community Libraries 

ICO 1 

Unspent amount transferred to liabilities (See Note 1 7) 

The grants were utilised for vanous projects as set out jn the conditions of the Grants 

25 RENTAL OF FACILITIES AND EQUIPMENT 


31 500 000 
(4 321 244) 
(26 573 782) 
(604 974) 


2 456 020 


2 458 020 


4 515 000 
(4 515 000) 


32 409 
133 
(5) 

(5 555) 

26 382 


Advertising signs 

Concession rental 

Sundry grounds and buildings 

Personnel Housing 

Malls 

Other 

Flats 

Mbombela Stadium 


2 419 349 
2 275 995 
2 372 186 
547 423 
341 357 
1^4 242 


(y 




:17 775 


2013 - 11 - 3 0 


633 152 
2 275 995 
2 318 540 
666 662 
343 842 

179.951 

53kl7 
9 958 S45 


16 430 i04 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


26 AGENCY FEE 

Department of Roads & Transport 

Revenue recerved on behalf of the Department 

Lass: License Card Fees 

Less: VAT on Agency Fee 

Less: Accojals and Payments to the Department 

Agency Fee 

The municipality acts as an agent for the Department of Roads and Transport in collecting motor 
vehicle licence fees. The agency fee comprises of a percentage of the fees collected. 

27 OTHER REVENUE 

VAT Revenue on Conditional Grants 
Service Contributions 
Sundry Income 

Conditional Service Contributions 

Refund - Sector Education and Training Authorities {SETA) 

Concession Fee 

Water Cost Recovery (Silulumanizi) 

Building Plan Fees 
Etectrical Connections 
Insurance Claims 
Clearance Certificates 

Refund ’ Workman's Compensation Act (WCA) 

Prepaid Commission 
Burial Fees 

Administration fees {Debt Collection) 

Sale of Bid Documents 
Township Recovery Cost 
Fire Brigade Services 
Library Fees 
Sales - Sundry 
Prescribed Cr^itors 
Licencing & Testing Grounds 


28 EMPLOYEE RELATED COSTS 

Employee related costs - Salaries and Wages 

Employee related costs - Contributions for UIF, pensions and medical aids 

Travel, motor car, accommodation, subsistence and other allowances 

Housing benefits and allowances 

Overtime payments 

Long-service awards 

Post retirement medical benefits 

Total Employee Related Costs 

There were no advances / loans to employees. 

Remuneration of the Municipal Manager 

Annual Remuneration 

Vehicle & Other AJtowances 

Contributions to UIF, Medical and Pension Funds 

Total 

Remuneration of the Chief Operations Officer 

Annual Remuneration 

Vehicle & Other Allowances 

Contributions to UlF, Medical and Pension Funds 

Total 


2013 

2012 

R 

R 

06 017 160 

85 599 993 

(2 005 497) 

(1 740 825) 

(3 476 845) 

(3 174 641) 

(65 700 225) 

(58 006 521) 

24 834 593 

22 676 006 

27 019 065 

22 729 200 

10 590 612 

7 170 389 

6 688 131 

6 653 395 

2 886 816 

2 752 250 

1 969 951 

960 850 

2 357 039 

2 339 021 

2 632 165 

2 1 1 1 007 

1 695 052 

945 860 

2 29S 181 

5 743 358 

898 521 

2 61 1 893 

611 818 

596 395 

542 523 

57 543 

1 461 525 

1 225 501 

357 009 

427 131 

462 336 

395 402 

296 778 

458 635 

676 857 

303 152 

52 454 

37 643 

51 834 

34 941 

77 017 

135111 

7 152 461 

477 998 

2 005 497 

1 740 825 

72 784 443 

S1 907 508 

253 858 176 

235 616 839 

72 334 086 

67 266 eeo 

34 933 486 

35 034 139 

2 735 7Q1 

2 740 096 

39 274 564 

35 670 501 

3 472 979 

2 838 941 

11 665 912 

9 964 000 

418 294 904 

389 231 176 

806 038 

43 269 

304 780 

16 128 

186 272 

15 584 

1 297 090 

75 001 

681 057 

624 845 

ini 

OAfl IkQ'k 


195 950 


1 069 188 


By 

2013 -II- 3 0 


Auditor Q^n^ral South Africa 
IVlpumabngs Business Unit 
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2013 


2012 




R 

R 

2B EMPLOYEE RELATED COSTS (cont) 



Community 

Remuneration of Individual General Managers 

Technical Services 

Corporate Services 

Services 

2013 

Annual Remuneration 

594 91 S 

736 956 

676 119 

Vehicle & Other Allowances 

153 393 

260 779 

ISO 000 

Contributions to UIF, Medical and Pension Funds 

109 556 

187 533 

176 430 

Total 

857 866 

1 205 268 

1 032 640 



LED, Human 


Remuneration of Individual General Managers 

Planning, Performance 
Monitoring and Evaluation, 
Communications and 

Settlement, Urban 

and Rural 

Chief Financial 
Officer 


Information Technology 

Development 


2013 

Annual Remuneration 

361 180 

516 080 

597 099 

Vehicle & Other Allowances 

34 073 

126 000 

72 818 

Contributions to UIF, Medical and Pension Funds 

50 753 

115510 

152 071 

Total 

446 006 

757 590 

321 988 




Community 

Remuneration of Individual General Managers 

Technical Services 

Corporate Services 

Services 

2012 

Annual Remuneration 

589 461 

396 576 

548 166 

Vehicle & Other Allowances 

169 442 

130 685 

130 000 

Contributions to UIF, Medical and Pension Funds 

131 169 

94 386 

148 213 

Total 

890 072 

629 647 

876 379 



LED, Human 



Planning, Performance 

Settlement, Urban 

Chief Financial 

Remuneration of Individual General Managers 

Monitoring and Evaluation, 
Communications and 

and Rural 

Officer 


Information Technology 

Development 


2012 

Annual Remuneration 

. 

. 

700 881 

Vehicle & Other Allowances 

- 

- 

187 526 

Contributions to UIF, Medical and Pension Funds 

- 

- 

188 494 

Total 

- 

- 

1 076 902 

29 REMUNERATION OF COUNCILLORS 




Executive Mayor 


706 005 

684 201 

Speaker 


559 701 

532 545 

Executive Committee Members 


5 261 870 

S 009 027 

Section 79 Committee 


1 881 974 


Councillors 


6 942 596 

6 007 294 

Councillors’ pension and medical aid contributions 


1 452 284 

1 290 661 

Coundtiors' allowances 


4 120 965 

3 778 107 

Total Councillors' Remuneration 


20 925 396 

19 301 835 


In-Kind Benefits 


The Executive Mayor, Deputy Executive Mayor, Speaker and Members of the Mayoral Committ ee are 
full-time. Each is provided with an office and secretarial support at the cost of the Council 

The Executive Mayor has the use of a Council owned vehide for official duties. Council fuher rent d an 
official residence for the Executive Mayor in accordance with legislative prescripts and subse uent 
resolution taken by council. The Executive Mayor has been allocated staff for protective services. 


Council provided security at the private residences of the Executive Mayor and 
councillors through private security firms at the cost to Council. 


several 



Audited 

By 
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MBOMBELA LOCAL MUNICIPALITY 
AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 20-13 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


2013 2012 



R 

R 

DEPRECIATION AND AMORTISATION 

Property, pEant and equipment 

233 649 089 

288 617 332 

Intangible assets 

267 915 

267 862 

Investment property carried at cost 

2 351 190 

2 402 604 

Total Depreciation and Amortisation 

241 288 195 

291 287 798 

FINANCE COSTS 

Borrowings 

25 245 980 

24 195 051 

Provisions 

18 212 937 

14 220 070 

Deferred SettJement terms 

4 939 912 

4 288 250 

Total Finance Costs 

48 398 829 

42 703 371 

BULK PURCHASES 

Electricity 

405 581 815 

359 724 559 

Water 

13952 118 

10 107 257 

Total Bulk Purctiases 

CONTRACTED SERVICES 

419 533 932 

369 831 815 

Contracted services for: 

Stadium Management and related operational costs 

21 831 565 

28 560 201 

Electncity Demand side management 

- 

5 130 317 

Formalisation and Township Development 

3 230 596 

2 729 772 

Household electrification & sanitation projects 

26 402 854 

26 924 632 

Water purification and distribution 

70 178 765 

56 062 660 

Inliomnetion Technology (IT) Services 

11 418 780 

13 007 272 

Meter reading services 

2 701 387 

2 323 920 

Solid Waste Services 

1B&43 9S5 

18 666 227 

Security Services 

22 277 526 

12 151 701 

Other services 

2 558 152 

3 127 434 

Total Contracted Services 

179 243 610 

168 686 335 

GRANTS AND SUBSIDIES PAID 

Grant to SPCA for animal care 

282 214 

271 360 

Total Grants and Subsidies Paid 

282 214 

271 360 


Audited 

By 
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MBOMBELA LOCAL MUN[CIPAUTY 

AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


2013 

2012 

R 

R 


GENERAL EXPENSES 



Included in general expenses are the following:- 



Advertising 

421 607 

909 434 

Aerial Photography 

- 

1 973 200 

Agency prepaid commission 

2 182 808 

1 758 395 

Asset Register Update 

3 054 414 

771 373 

Audit fees 

4 761 810 

4 132 130 

Bank charges 

2 509 319 

1 955 609 

Baseline Study 

2 419 798 

10 635 249 

Bursaries 

3 297 307 

1 707 963 

Chemicals 

1 121 850 

1 033 377 

Clearing Illegal dumping 

4 160 235 

1 821 389 

Conferences and delegations 

283 637 

377 472 

Consultation and Development 

10 246 165 

3 339 254 

Drivers Licence cards 

2 009 650 

1 940 359 

Electrical Connections 

1 667 859 

2 624 1 08 

Electricity (own usage) 

31 478 190 

25 206 2S8 

Entertainment & Refreshments 

1 306 231 

1 847 OSS 

EPWP Programme 

1 260 060 

- 

Financial management grant 

1 574 379 

1 515 766 

Free Basic Electricity 

3S10 0S4 

3 384 885 

Free Basic Water 

17 500 000 

17 500 000 

Hosting of Africa Cup of Nations 

34 530 587 

- 

Human Resources Programmes 

2 452 399 

- 

Indigent Subsidy 

4 281 244 

3 230 703 

Insurance 

5 914 035 

6 658 011 

Legal costs 

3 207 592 

2 893 42S 

Local Economic Development Programmes 

7 526 208 

2 888 532 

Marketing 

1 095 990 

693 016 

Master Plans, Business Plans & Feasibility Studies 

2 318 844 

3 490 332 

Membership fees 

3 246 811 

2 661 403 

Municipal Systems Improvement Grant 

999 866 

1 106 956 

Other 

19 419 587 

13491 516 

Postage 

1 530 979 

1 375 606 

Printing and stationery 

3 132 503 

3 225 387 

Protective & Officfal Clothing 

1 765 931 

1 725 428 

Public Participation 

2 561 167 

1 006 820 

Public Transport Management Function 

7 536 986 

35 458 413 

Recruitment and Selection 

399 621 

803 240 

Rental of office equipment 

923 935 

398 439 

Rental of telephone system 

140 420 

187 706 

Sewerage & Water : SiiuJumanzi 

10 663 244 

7 350 238 

Skills development levies 

3 442 168 

3 108 5S3 

Sports Programmes 

2 655 510 

2 493 215 

Telephone 

4 957 967 

4 546 073 

Tourism Development 

1 800 293 

2 982151 

Training 

2 724 902 

3 299 387 

Transversal Programmes 

2 453 385 

1 001 511 

Travel and subsistence 

4 225 688 

4 255 361 

Valuation roll costs 

2 659 769 

1 339 042 

Ward committees 

4 584 410 

4 874 956 

Total General Expenses 

238 217 705 

201 068 891 


36 REPAIRS AND MAINTENANCE 


Roads 

49 519 430 

51 982 763 

- Dirt Roads 

28 601 209 

29 716 471 

- Streets & Storm water 

20 913 221 

22 266 282 


Water and Sevi/erage Infrastructure & Services 


4 112 839 

0 461 645 

Vehicles 

^ 1 

26 295 873 

22 923 354 

Electrical Infrastructure & Services f 

A 1 1 it 

25 574 197 

20 112181 

Parks, Gardens and Open Scaces 


9 419 252 

4 840 1 35 

Buildings 

Bv 

8 352 173 

5 441 129 

Machinery & Equipment 

y 1 

1 

1 208 399 

2 585 566 

Traffic Control Equipment / 

V / 

1 624 309 

1 307 314 

Landfill Site and Waste Removal Services / 

\ 0 A17 *11“ ^ n 

1 047 333 

9 340 129 

Sport Facilities I 

l\}\i 11 0 u 

832 534 

633 162 

Other V. 


1 394 816 

377 176 


Auditor General South ALuv^ 

129181 155 

128 574 643 


Mpumalanga Business Uni^ 

j 
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MBOMBELA LOCAL MUNICIPALITY 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


2013 


2012 



R 

R 

PROFIT (LOSS) ON DISPOSAL OF ASSETS 



Property^ plant and equipment 

315 322 

(2 497 300) 

Total Profit (Loss) on Disposal of Assets 

315 322 

(2 497 300) 

CASH GENERATED BY OPERATIONS 



Surplus/(defloit) for the year 

(90 828 483) 

(250 342 327) 

Adjustment for - 



Non -Cash items movement 



(Gain) / loss on sale of assets 

(315 322) 

2 497 300 

Movement in provisions relating to employee costs 

30 973 190 

23 053 806 

Oepreclatton and amortisation 

241 288 195 

291 375 140 

Actuarhal (gain)/ loss 

(63 766 151) 

6 667 440 

Donations received (assets) 

(1 082 366) 


Debt Impairment 

70 537 405 

49 013 004 

Operatng surplus before working capital changes: 

186 609 468 

122 264 363 

{Increase)/ decrease in inventories 

(692 727) 

(688 573) 

Increase/ (decrease) in trade receivables 

(70 837 423) 

(61 935 596) 

(Increase)/d6crease in other receivables 

36 070 984 

(57 822 631) 

(Increasej/decrease in Value Added Tax 

6 957 154 

28 840 173 

(Decrease)/! ncrease in conditional grants and receipts 

34 388 525 

70 239 934 

lncrease/(decrease) in trade payables 

31 324 656 

70 303 068 

lncrease/(decrease) in consumer deposits 

2 875 141 

474 945 

Increase / (deaease) in other liabilities 

9 774 841 

(2 548 819) 

Cash generated by/(utlllsed In) operations 

236 670 618 

169 426 864 

CASH AND CASH EQUIVALENTS 



Cash and cash equivalents included in the cash flovy statement comprise the following; 



Bank balances and cash 

26 109 047 

35 792 008 

Bank overdrafts (cash book balance) 

(6 550 920) 

- 

Net cash and cash equivalents (net of bank overdrafts) 

19 558 127 

35 792 008 

CORRECTION OF ERROR 



The reported net deficit for the previous financiat year has been adjusted by the following errors:- 


(262 444 636) 

Duiing the current reporting period the municipaiity discovered transactions which related to the 



previous financial year, relating to the following ; 



- Payment for the equitable share-allocation for the free basic services to consessionaire 


(4 375 000) 

- Reversal of discounting on trade payables and finance charges due to impiementatien of GRAP 104 


(3 635 038) 

- Reversal of electricity billings incorrectly charged 


(1 978 227) 

- Payment of operatjonai expenditure for the 2011/2012 financial year 


(6 963 731) 

- Refund for bulk purchases relating to 2011/2012 financial year 


3 224 641 

- Review of usef lives for property, plant and equipment 


708 334 

- Correctjon prior year irrecoverable debts written off 


6 350 841 

- Correction of Vat from conditional grants not recognised as revenue 


22 729 200 

- Correction of interest on landfill site 


1 289 722 



87 342 

- Correction of provision for leave awards & gifts 


(5 335 876) 

Net effect on surplus 


12102 208 

Restated surplus for the period 


(280 342 328) 


The opening accumulated surplus has I>een adjusted for the following errors:- 
Net effect on surplus 


Audited 

By 

(ijJ W-ll-3 0 

Auditor General South Africa 
Mpumalanga Business Unit 
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2013 


2012 


R R 

40 CORRECTION OF ERROR (COnt.) 

Prior to prior year adjustments effect: 90 176 538 

- Irrecoverable refer to drawer cheques written off due to prescribed period 

- Correction of operations and maintannance expenditure Incorrectiy recognised through water refurbishment grant 

- Reversal of water charges incorrectly billed for 2010/201 1 financial year and prior years 
‘ Reallocation of the WCA contribution for the 2010/2011 financial year correctly 
‘ Unclaimed creditors written off due to prescribed period 

- Reversal of discounting on trade payables due to implementation of GRAP 104 

- Review of usef lives for property, plant and equipment 
-Correction of assets identified during the year 

- Correction of Vat from oonditional grants not recognised as revenue 

- Refund for bulk purchases relating to 2010/201 1 financial year 

- Adjustment of provision for leave awards & gifts 
-'Correction of error on accumulated depredation for disposed assets 

- Payment of operational expenditure for the 2010/2011 financial year and prior years 


{856 670) 
(3 707 478) 
(477 661) 
(1 659 623) 
(336 087) 
(2 411 418) 
1 416 668 
15 463 000 
98 744 533 
1 187 847 
(18 892 716) 
223 479 
682 864 


Net effect on the opening balance of the accumulated surplus 90 176 53S 

Restated balance 4 741 QOS 027 

Assets S5 386 988 

Liabilities (39 519 807) 

Net effect on Statement of Financial Position: 1 124 906 796) 


41 CHANGE IN ACCOUNTING ESTIMATE 

The annual review of the useful lives of property, plant and equipment has resulted in a decrease in the current yearns depreciation amounting to R17 
351 056 and an increase in the future depreciation effect amount to R6 925 528 per annum 

42 UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED 
42.1 Unauthorised expenditure 
Recondliation of unauthorised expenditure 

Opening balance 

Unauthorised expenditure current year 
Condoned or written off by Council 
Transfer to receivables for recovery : VAT adjustments 
Unauthorised expenditure awaiting authorisation/ condonment 


6 190 876 99 573 136 

883611 6 190876 

: (99 576 136) 

7 074 437 6 190 876 


Incident 

Amount 

The unauthorised expenditure is as result of overspending of approved operatinq budget., 

883 611 




Total unauthorised expenditure for the cument year 883 611 


42.2 Fruitless and wasteful expenditure 
Recondliation of Fruitless and Wasteful expenditure 

3 520 883 

4 352 251 

7 873 134 


Open I ng ba lance 7 873 1 34 

Fruitless and Wasteful Expenditure expenditure current year 5 466 612 

Cordoned or written off by Council 

T nansfer to recei va bJes for recovery ^ 

Unauthorised expenditure awaiting condonment 13 339 745 


Incident 

Amount 


Interest charged by suppliers for late payments r 

■ 4 846 907 

lited 

2013 Africa Cup of Nations expenditure 

52ei^^ 

Rental charged for a conference venue booked but not utilised 

92 915 

Total fnjitless and wasteful expenditure for the current year 

Q 

5 466 612 


jJ^ 2013 - 11 - 3 0 

Auditor General South Africa 
Mpumalanga Business Unit 
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MBOMBELA LOCAL MUNICIPALITY 
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2013 2012 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED (cOnL) 

42.3 Irregular expenditure 

R 

R 

Reconciliation of Irregular Expenditure 

Opening balance 

43 196 325 

41 919 802 

Irregular expenditure current year 

34 530 587 

1 276 S23 

Condoned or written off by Council 

- 

- 

Transfer to receivables for recovery 

- 

- 

Amount Recovered 

- 

- 

Unautriorised expenditure avvaiting oondonment 

77 726 913 

43 196 325 


Incident 

Amount 

2013 Africa Cup of Nations expenditure incurred witriout normal supply chain management processes 

34 530 587 



Total irregular expenditure for the current year 34 630 687 

42.4 Material Losses 

42.4.1 Electricity losses 


Electricity Purchased (KW) 

640 412 055 

551 031 239 

Electricity Sold (KW) 

570 824 889 

582 817 181 

Electricity losses in KW 

69 587 1 86 

68 214 068 

% Loss 

10.9% 

10 5% 

Unit cost per KW 

R0.S7 

R0^5 

Electricity losses in Rand value 

33 664 685 

30 841 142 


The total electricity losses comprises of both technical and non- technical losses Technical losses are as a result of various reasons Including trie 
ageing of the network^ electrical resistivity and incorrect meter calibration. Non-Tecrinical losses are mainly as a result of illegal connections^ theft, 
incorrect meter reading and billings. 

42.4^ Water losses 


Water pumped and distributed (Kl) 

3 526 143 

3 250 362 

Water sold (Kl) 

2 536 337 

2 334 33S 

Water distribution losses in Kl 

989 806 

916 024 

% Loss 

28.1% 

282% 

Average Cost per Kl 

R2.76 

R2,61 

Water losses in Rand value 

2 731 866 

2 390 823 


* KW = Kilowatts 

* Kl= Kiloliters= cubic metres (M^) 


The total water losses comprises of both technical and non- technical losses Technical losses includes the decaying reticulation system as a result 
of inadequate refurbishment and maintannace of the system. Non- Technical losses includes leaks, non- revenue water and illegal connections to the 
system. 

Statistics for the Kabokweni area rias not been included due to the lack of a 24 hours water supply which affects the metering system not to register 
properly. 


43 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT AND APPLICABLE 
REGULATIONS 


Of 2003 


Section 125 of the Muinicipal Finance Management Act No. 5€ 
Contributions to the South African Local Government Assooii tion (SALGA) 


Opening balance 

Council subscriptions 

Amount paid - current 

Amount paid - previous years 

Balance unpaid (included in payables) 


ax 


Audited 

BY 

2013 - 11 - 3 0 


962 821 
3 24? 104 
(3 24i 104) 


(962 821) 

Auditor General South Airicd j : 


Mpumalanga Business Unit 
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2013 2012 




R 

R 

43 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT AND APPLICABLE 

REGULATIONS (cont) 


Audit fees 

Opening balance 


30 951 

95 51 S 

Cunent year audit fee 


3 261 252 

2 943 589 

Amount paid - current year 


(76 439) 

(455 742) 

Amount paid - previous years 


(3 215 764) 

(2 552 414) 

Balance unpaid {Included in payables) 


(0) 

30 951 

VAT 

Opening Balance 


1 04S342 

29 688 515 

Total Amount claimed from SAR3 dunng the year 


44 919 513 

51 582 776 

Total Amount received during the year 


(50 414189) 

(80 423 072) 

Adjustments after 30 June 2013 


(1 295 444) 

124 

Amount due to the municipality 

VAT input receivables are shown in note 5, AJI VAT returns have been 
submitted by the due date throughout the year. 


(5 741 778) 

1 048 342 

PAYE and UIF 

Opening balance 


3 351 639 

- 

Cunent year payroll deductions 


48 660 393 

47 6S0 102 

Amount paid - current year 


(44 545 619) 

(43 828 463) 

Amount paid * previous years 


(3 851 639) 

- 

Balance unpaid (Included in payables) 

The unpaid balance is the amount for June 2013 which was payable in July 201 3 


4114 774 

3 851 639 

Pension and Medical Aid Deductions 

Opening balance 


6 013 821 

- 

Current year payroll deductions and Council Contributions 


101 848 897 

94 156 001 

Amount paid - current year 


(93 188 777) 

(86 137 180) 

Amount paid - previous years 


(8 018 821) 


Balance unpaid (included in payables) 


8 660 120 

8 018 821 

The unpaid balance is the amount for June 2013 which was payable in July 2013 

Section 124 of the Muinicipal Finance Management Act No^ 58 of 2003 Councillor's arrear consumer accounts 


Less than 90 Days 

The following Councillors had arrear consumer accounts as at : 

30 June 2013 

SO Days and ->■ 

Total 

Councillor J A Mkhonto 

7S0 

23 702 

24 462 

Councillor S N Nyalunga 

1 159 

35 754 

36 913 

Councillor B A Zulu 

1 714 

25 743 

27 456 

Councillor S R Mabuza 

537 

20 028 

20 565 

Councillor M S Magagula 

971 

19 982 

20 953 

Coundtior B N ividluli 

1 031 

11 425 

12 456 

Coundllor A Kumba 

447 

11 560 

12 007 

Councillor K E Maziya 

42 

3 188 

3 230 

Councillor M J Msibi 

305 

1 807 

2 113 


Total councillors airear consumer accounts 6 966 153 189 160 1^5 


r 


Audited 

By 
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2013 2012 


R 

43 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT AND APPLICABLE 

R 

REGULATIONS (cortt) 

Less than 90 Days 

90 Days and + 

Total 

The following Councillors had arrear consumer accounts as at : 

30 June 2012 

Councillor J A Mkhonto 

420 

26 951 

27 371 

Councillor S N Nyalunga 

453 

22 083 

22 536 

Councillor B A Zulu 

1 012 

19 767 

20 780 

Councillor S R Mabuza 

326 

IS 127 

18 454 

Councillor M S Magagula 

576 

16 5S2 

17 160 

CouncillorVVV Nkosi 

272 

10 432 

10 704 

Councillor B N Mdiuii 

745 

9 292 

10 037 

Councillor A Kumba 

267 

9 987 

10 253 

Councillor K E Maziya 

28 

3 034 

3 062 

CouncillorT G Mabuza 

107 

1 520 

1 707 

CoundllorM j Msibi 

172 

754 

926 

Total councillors arrear consumer accounts 

4 461 

138 527 

142 988 

Section 36 of the Supply Chain Management Regulations 

Deviations from Supply Chain Management Policy 


46 260 730 

27 547 405 

Total deviations from Supply Chain Management 


46 260 730 

27 547 405 

Refer to Appendix £ for details of the deviations 

44 CAPITAL COMMITMENTS 




44.1 Commitments in respect of capital expenditure 

Approved and contracted for 


281 492 874 

166 596 275 

Infrastructure 


244 908 352 

135 191 872 

Community 


31 260 671 

27 950 240 

Other 


5 323 851 

3 454 163 

The expenditure will be financed from 


281 492 874 

186596 275 

Accumulated Surplus 


32 956 596 

47 149 594 

Ejcternal Loans 


59 797 126 

37 024 604 

Government Grants 


188 739 052 

82 422 077 

44.2 Operating Leases 

At the reporting date the entity has outstanding commitments under 
operating leases which fall due as follows: 




44.2.1 Operating leases - lessee 

Within one year 


1 361 787.81 

1 249 666 

In the second to fifth year inclusive 


792 984 

2 154 772 

After five years 


- 

- 

Total 


2 164 772 

3 404 438 

Operating Leases consists of the following. 

Operating lease payments represent rentals payable by the municipality for certain of its properties and 
motor vehicles. Leases are negotiated for an average term of five years. No contingent rent is payable. 

44.2,2 Operating [eases -lessor 



Minimum lease payments due 

Within one year 


2 275 995 

2 276 995 

In second to fifth year inclusive 

After five years 





A 1 


Total 


3 034 660 

6 310 656 

Operating Leases consists of the following: [\^ 

Certain of the munidpairty's property, plant and equipment is leased to the water concessionaire 

The 

By 

2013 - 11 - 3 0 


rental amount after 5 years has not disclosed due to the S year periodical review. 
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R R 


45 RELATED PARTIES 

Members of key management and the remjneration thereaof are set out m Note 28. 

The remuneration of councillors and other in-Kind benefits is set out in Note 29 

The Municipality has an interest in Mbombela Eoononnfc Development Agar cy {ME DA), which is a 
dormant Section 21 Company. 

45.1 Related party balances 
There is no related party indebtness. 

45.2 Related party transactions 

765 621 1 553 320 

- 224 957 

766 521 1 778 277 


Cor^racts awarded to close family members of municipal officials 
Contracts awarded to own Employees 


Refer to note 42 regarding Unauthorised, Irregular, Fruitless and Wasteful expenditure disallowed for 
oontracts awarded to own employees 

45.2.1 Contracts awarded to close family members of municipal officials 


Name of a company 

Name of Official 

Relationship 

Amount 

Quick Fit Electrical Trading 

HL Ground 

Spouse 

253 859 

Msuduka Trading CC 

JL Lubisi 

Spouse 

166 555 

JVC Cleaning Services 

JC Broodryk 

Spouse 

160 293 

6M Sihlangu Construction 

P J Sihlangu 

Spouse 

147 700 

Shilubane Shabangu Attorneys 

L Mndawe 

Spouse 

37 213 


765 621 


46 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 

The Municipality has exposure to the following risks from its use of financial instruments: 

- Credit risk 

- Liquidity risk 

- Market risk 


This note presents information about the Municipality's exposure to each of the above risks and the Municipalit/s objectives, policies and processes 
for measuring and managing risk. Further quantitative disclosures are included throughout the Annual Financial Statements. 


Council has established a risk management committee, which is responsible for reviewing the effectiveness of the institutional risk management 
systems, policy, procedures and practices. 

Credit risk 

Is the risk of financial loss to the Municipality if a consumer or counterparty to a financial instrument fails to meet its contractual obligations 

- Trade and other receivables from exchange transactions 

- Non- current receivables from exchange transactions 

- Investments 

- Non- current Investments 

- Other non- current financial assets 
' Cash and cash equivalents 


Trade and other receivables from exchanoe transactions 

The Municipality's trade and other receivables exposure to credit risk is influenced mainly by the individual nsk characteristics of each consumer 
Consumer receivables comprise of services supplied by the Municipality such as water, sanitation and rates levied. The Mumcipalit/s exposure is 
continuously monitored. The Municipality establishes an allowance for impairment that represents its estimate of incurred losses in respect of 
consumer and other receivables. No consumer or other receivables have been pledged as : 
past due have been defaulted on by counterparties, thus legal action has been instituted agalr 


nst these parties in ae f 

vtfhere debt is irrecoverable it has been written off. No conditions or terms of the consumer ar|d other reoeivables^j 
counterparties. 


jt^reoover this debt, 
1 %-negotiated with 


By 


(r 
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2013 


2012 


46 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (cont.) 


R 


R 


fovestm&nts 

It is the Municipallt/s practice to limit its credit risk by only investing in registered banks in terms of the Banks Act, 94 of 1990. Given the high credit 
ratings of these financial institutions the Municipality does not expect ary counterparty to fail to meet its obligation. 

Cash and cas/r eautvaients 

The Municipality limits its credit risk by only banking with registered financial institutions in terms of the Banks Act, 94 of 1990 operating in South 
Africa, 

2013 2012 

R R 


Maximum exposure to credit risk at reporting date for each class of financial assets was 

Cash and cash equivalents 
Non-Current Investments 

Trade and other receivables from exchange transactions 
Other receivables from non-exchange transactions 
Total maximum exposure to credit risk 


19 558 127 
13 696 409 
64 687 623 
36 656 262 

134 793 441 


35 792 006 
13 633 348 

72 880 208 

122 305 564 


/moarrmenf disdosures for current finshcial assets carried at amotiised costs 

All of the Municipality's financial assets have been reviewed for indicators of impairment. Certain receivables and investments were found to be 
impaired and a provision of {2012 : R 315 286 414) has been recorded accordingly. The impaired consumer receivables are mostly 

due from consumers defaulting on service costs levied by the Municipality Refer to Note 3 for the impairment reconaliation of consumer and other 
receivables. 


Some of the unimpaired consumer receivabJes are past due as at the reporting date. The age of financial assets past due but not impaired is as 
follows. 




2613 

2012 



R 

R 

Not more than ISO days 

More than 180 days but not more than 1080 days 

More than 1080 days 


52 266 761 

143 995 813 

149 968 345 

45 658 857 
132 694 221 
136 932 337 


346 230 919 

315 286 416 

The ageing of impaired consumer receivables at reporting date was as follows: 




Not more than 180 days 

More than 1 80 days but not more than 1 080 days 

More than 1080 days 


70 537 405 

55 363 545 


70 537 405 

65 363 345 

Reconciliation between groae and net balances 

Gross Balances 

Provision for 
Doubtful Debts 

Net Balance 

2013 

Trade and other receivables from exchange transactions 

Trade and other receivables from non-exchange transactions 

R 

198 998 623 
232 808 639 

R 

134 311 001 

211 919918 

R 

64 687 623 
20 868 721 


431 807 262 

346 230 919 

85 576 344 

2012 

Trade and other receivables from exchange transactions 

Trade and other receivables from nor -exchange transactions 

198 430 573 
202131 166 

132 236 424 

183 048 990 

66 194 149 
19 082 176 


400 561 740 

315 285 414 

85 276 326 

Reconciliation of the doubtful debt provision 




Balance at beginning of the year 

Contributions to provision 

Doubtful debts written off against provision 


315 285 414 

70 537 405 
(39 591 900) 

286 276111 
49 013 004 
(20 003 701) 


Balance at end of year 
Market risk 

Market risk is the risk that changes in the market prices, such as interest rates and equity pr 
holdings of financial instruments. 




-^1MS5414 
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ces will affect the Municii^lj^s income or the value of its 
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46 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (cont) 

Interest r^te risk 

The Municipality limite its interest rate risk on financial liabilities by ensuring that reasonable fixed interest rates are negotiated on long term 
borrowings and are therefore not Jinked to the interest bank repurchase rate. The municipality has only four interest bearing borrowings as indicated 
in Appendix A. 

At year end, financial instruments exposed to interest rate risk were as follows; 

- Investments 

- Borrowings 

Feir value sensitivity analysis on fixed rate instruments 

The Munidpatity does not account for any fixed rate financial assets and liabilities at fair value through surplus and deficit, therefore a change m 
interest rates at reporting date will not aiffect surplus for the year 

Liquidity risk 

Liquidity risk is the risk that the Municipality will not be able to meet its finandal obligations as they fall due The Municipality's approach to managing 
liquidity is to ensure as far as possible, that it wjll always have suffident liquidity to meet its liabilities when due, under both normal and stressed 
conditions, without Incurring unauthorised expenditure. The municipality manages liquidity risk through an ongoing review of future commitments and 
credit facilities. Cash flow forecasts are prepared and adequate utilised borrowing fiadlities are monitored. The Municipality has not defaulted on 
external loans, payables and lease commitment payments being either interest or capital and no re-negotiation of terms were made on any of these 
Instruments- 


The table below analyses the entity's financial liabjilties into relevant maturity groupings based on the remaining period at the Statement of Financial 
Position to the contractual matunty date. The amounts disclosed in the table are the contractual undiscounted cash flows. 


At30 June 2013 
Borrowings 

Trade and other payables 

At 30 June 2012 
Sorrowings 

Trade and other payables 


Up to 1 year 

1 - 5 years 

> 5 years 

14 259 575 

10 864 148 

178 563 677 

3B5 172 506 

- 

- 

Up to 1 year 

1 - S years 

> 5 years 

1 5 384 500 

13 057 808 

189 833 879 

353 847 850 

- 

- 


Concentration of credit risk 

The concentration of the credit nsk associated with: 

Bonwings 

Trade and other payables 


2013 

17.60% 

36.36% 


Audited 

By 


OJl/ -II- 3 0 


Auditor General South Africa 
Mpumalanga Business Unit 


53 


MBOMBELA LOCAL MUNICIPALITY 

AUDITED ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


47 CONTINGENT LIABILITIES 


2013 2012 

R R 

R 


Damage Claims 

Prollius F B / Mbombela Local MunicipaJlty (MLM) - A defamation claim 
against the muniapalrty and certain employees {vicaniojs liability). The 
municipality is contesting the claim based on eKtemal legal advice. A 
court date was set for 27 Nlay 2013 and the case was therefore 
postponed sine die. 

(2012: R 100 000) 

Cooper G / Mbombela Local Municipality - An unlawful arrest and 
detention of a road user case through High Court connbined summons. 
The municipality is contesting the daim based on external legal advice. 
A pre that hearing was held on 10 February 2012. A court date has been 
set for 17 March 2014. There are reasonable prospects of MLM 
succeeding with its defence, (2012. R200 000) 

Finishing Touch 544 (Pty) Ltd / Mbombela Local Municipality - A claim 
for damages against council through High Court combined summons. 
The municipality is defending the case base on external legal advice. 
The matter is not ready for trial yet and a court date has not yet been set 
. (2012 : RO) 

R K Phelembe / Minister of Police i Mbombela Local Municipality (MLM) - 
High Court summons - unlawful arrest and defamation. The municipality 
is contesting the claim based on external legal advice. A court date has 
been set for October 201 3. 

(2012: R 2 050 000) 

J W Moodley and others / Mbombela Local Municipality - A claim for 
injury and damage due to an accident as a result of pipe burst in the 
road. The claim has been referred to the Municipality's Insurers. A court 
date has not been set. (2012 : RO) 


Contract Claims 

Ensemble Trading 546 LTD / Mbombela Local Municipality (MLM) - A 
procurement dispute claim through High Court summons emanating 
from a forged cession of payment agreement which was not honoured 
by MLM. The municipality is contesting the claim based on legal advice. 
A court date has not been set. 

(2012: R 2 540 043) 

SCINFIN (PTY) LTD / MbombeJa Local Municipality (MLM) - A 
procurement dispute emanating from tenmi nation of a service contract 
between the municipality and Gestetner, which was ceded to SCINFIN 
The municipality is contesting the claim based on external legal advice. 
A court date was set for 6 August 2013 and the case was therefore 
postponed sine die. (2012. R 535 358) 

Basil Read (PTY) LTD / Mbombela Local Municipality (MLM) - The 
municipality is being sued for operational expenses incurred^ goods 
delivered, services rendered and SCM processes not complied with. 
The municipality is contesting the claim based on external legal advice. 
A court date has not been set. (2012: R 768 506) 

Department of Water Affairs f Mbombela Local Municipality - Unilaterally 
amended agreement for the provision of free raw water for 6 years 
period wtthin the Nsikazi/ Kanyamazane area. (2012. R 11 510 1 10) 


4 547 166 


100 000 


200 000 


1 557 166 


2 050 000 


640 000 


16 354 017 
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47 CONTINGENT LIABILITIES (cont) 
Employee Related Obligations 


On 21 April 2010 SALGA signed the "‘Categorisation and job evaluation 
wage curves collective agreemenf {wage curve agreement) with JMATU 
and SAMWU on behalf of munidpalrties. The agreement established the 
wage curves and wage scales to be used by municipalities in 
determining the wages of municipal employees, based on an evaluation 
of employees' jobs per the TASK job evaluation system 

Subsequent to the signing of the agreement the unions declared a 
dispute with the agreement. The dispute was referred to the Labour 
Court and the court delivered a ruling on 22 June 2012 that employees 
receive a salary increase backdated with effect from i July 2010 instead 
of 1 July 2011. SALGA, on behalf of municipalities, applied for leave to 
appeal this ruling and was granted the right to appeal against the 
judgement on 29 August 2012. To date this Labour Court of Appeal 
case has not been finalised. 

The municipality participated on the TASK evaluation however the 
results of the exercise were not released by the South African Local 
Government Assocjatton. 


Total Contigent Liabilities 31 385 607 



R R 

R 

11 484 424 


48 CONTINGENT ASSETS 

Contract Claims 

Mbombela Local Municipality / Du Toit Smuts and Mathews Phosa 
Attorneys - Council Is claiming for breach of contract for guarentees not 
sustained. (2012. R1 135 463) 

Mbombeia Local Municipality / Desert Wind Properties - Council Is 
claiming for recovery of service oontribution and breach of service 
agreement (2012: R 7 000 000) 


Total Contigent Assets B 13S463 


S13S463 



49 COMPARISON WITH THE BUDGET 

Actual Amount on comparable basis as presented In the Budget and Actual Comparative Statement 
Explanation of sign ffl cant variances greater than ^ 0 % 

Revenue: 


Investment Revenue 

The variance Is as a result of the strigent implementation of the cash flow management strategy as the municipaiity has not fulJy recovered from the 
unfavourable cash flow constraints. 


Other Own Revenue 

The variance is as a result of the basis differences. The total amount (gross inflows) collected on behalf of the (principai) Department of Roads and 
Transport is budgeted for in fuli however for financial reporting purposes, the gross inflows of economic benefits or^^JfigL 43 totentiai-does^ 
in an increase in assets or decrease in liabilities hence the agency commisison (fee) can onjyHiseTecogfflsea^ revenue m^acoondance with the] 
prescripts of Generally Recognised Accounting Practice (GRAP) 9 on agent and principal relationship. A U O i TG Li 

The other contributing factor is the underperformance on the spending of capital conditional go^emment grants of which^?!^enue is only recognised 
when the condition of the grant has been met in accordance with the Djvision of Revenue Act. 


Expenditure: 


- 11 - 3 0 


Finance Charge SoUth AtriCa I 

The variance is as a result of the interest on borrowings and the overdraft facility utilised by Countjii ^[ip^ , i 

Mpumalanga Business_l^ 
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49 COMPARISON WITH THE BUDGET (cont) 

Capital Expenditure 

The underspending on capital expenditure programmes js mainly due to the late approval of roll overs on conditional grants rollover^s application. 
The other major contributing factor is the delay in the finalisation of the borrowing which resulted in own funding resources being utilised to fund the 
projects which were already underway and which should have been funded from the external borrowjng. These had a negetive innpact on projects 
which were funded from own funding as the funds had to be utilised for the projects to have been funded through bomowings. 

Statement of Financial Positionr 


Current Assets 

The variance cost driver is due to the decrease in cash and cash equivalent as a result expenditure incurred in order to fast track service delivery 
backlogs for which capital programmes were budgeted to be funded from borrowings. 

Currerrt stabilities 

The variance is as a result of the underperformance on the spending of capital conditional government grants and trade and other payables from 
exchange transactiens. 

50 EVENTS AFTER THE REPORTING DATE 

- The municipality has taken up two non-current borrowings on 26 September 2013 as per council resolution A10, amounting to R160 million with 
repayment periods ranging from five and fifteen years 

- The Mpumalanga Provincial Member of Executive Council (MEC) for Co-operative Governance and Traditional Affairs has on 16 September 2013 
invoked section 106 of Municipal Systems Act against municipality to investigate some financial malpractices, fraud and corruption on expenditure 
relating to 2013 African Cup of Nations Tournament hosted by municipality during January/February 2013 and some governance issues. 



By 


20J3 -ff 

— Su 


56 


o 

PsI 

LU 


O 

LU 

Q 

Z 

UJ 

3 

>- 

UJ 


< z 

CL LU 

O S 

1 ^ 

5 « 


liJ ^ 

mi 

S z 

o < 

m UJ 

S E 


Z) 

a 

UJ 


< 


LU 

E 

LU 


CL 

CL 

=3 


< 

>< 

□ 


UJ 

tL 

fl. 


< 



SUmEMEWTARY SCHEDULE TO THE AWNUAL FINAWCtAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 




-fSi 

Bil 


28S! 

m 








Mi 


SS 'Sa ' 




in 




3s 
SI 


m 


si 






Is SI 

■ ss 

a a ""S 




I n 
8 S 


'gl 

al 


Sill 

SRi g R ’' 


us^-^y 

si S S i s 


JSSS s s 

g!S^9g s ^ 


s 

sas^ i B 


■ ® ■ 

k 8 


88 ?a ' S 
-S5i?g g 
Bugs- 


g 

!iS|S“’ 


£ Slfl 
I Sil 


8 S 
8 


Sts 


8 3 


33 


£ 8 
a ' 


sgs 

3S 


iaS 

sgS 


*g 'MIF' 

s ^ ^ 


ig 'BSaE 


53 


s '3a'a 

s ?* s 


u iSsa 

¥'=8* 


spl 


Ul 


si§ 

iBna 


iSsi 

les! 


E ' SeSS 

5 8 gg 8 


» 

K 


i 5 

I It 


H a a 

N S ! 


aaai 

"iS igga 

K s 


pii 

iig§ 


5815 

Biig 


SB 


33 



s 


MBOMSELA LOCAL MUNlClPALfTY 


i a 


h 


fi 




»eS 






S 3 


3 |S 




m 


ifFir 

saft 8 ? 

O u a ^ 

SI SE 


la: 


11 


ii h 

feS ss 


n 


gs ' 

o cy 

5^5 


as 




a En 


ss 

5 !S 

m N- 

5 S 


Si 

U 

SS? Sj“ 


' 's' 
?? s 
S' 


s s 

rt o 


a 

sa|^ s s 


s%H ' s ' s 

^ ' g s s 


IflfFTH 

um s s 


s ' § 


^ 1^3 ' S ' 

” S V ' 
r> ir> rt CD ui 

Kgs'" 




“ s s 




I s 
I i 

3 


S I 




s s 
JS s 


£ r 


I ■ 


a ^ 
I ^ 


II ii“E 

S ^ 4^ 

S?? K 





i;: ' RS ' ? ' 

" CO ta m fy 

=! r ! 


is 

li ' ESsi ' 
si 

|g '3lli ' 
UU 
s a K s 





ii's"s' 

» E 

™ -7^ 56 
g M r^ 4n 



3 ■■- ' r-- D (r> m ' 

3s sssa 
Igli 

3 S S 5 






Ul 





£ 

eifc 

I ll 


!- 
^1 
£ S 

£ 

si t 


i I 


^1 

I 


z z ^ ^ 


mm iiii i 11 1 


s 


o 

UJ 


<0 

Q 

LU 

O 

Z 

UJ 

q: 

> 

UJ 

X 

I- 

0 ^ 

t to 


I 

o 


< 

o 

O 


LU 

CQ 


LU 

E 

LU 

5 

CO 

_l 

< 

O 

z 

< 


< 

D 

Z 


O < 

m LU 

s X 


UJ 

-] 

=> 

Q 

U] 

X 

o 

CO 

< 


LU 

s 

LU 

-J 

□. 

0 . 

D 

CO 


O o 

X z 

N 

Si 

< O 

t 

s 

CO 

Of 

UJ 

> 


a. 

< 

o 


§ 


at 

£ 

a 


S 2 
IJ 
.E>S^ 
» o 

kt- 

o c 

W « 
O “ 


CL 

K 

LU 


5^ 


5 Di 
'■- 
a 
> 


Ui 

S'lV' 

T9 OC 

m 


tA 

c 

0 

5 ^ 

1 


o 

si 

'g 5 nc 
D g 
o 
O 


A 

r 


5^ SS ^ 5 ^ SS 

O ^ Cl o o 

q c^J <0 o o 

d o o o 

O lO 1 - u> o 


a? 

q 

d 

h- 


g ^ (£> O O 

O CM T’ JM O 

O CM <J> O 

o CO T- h- o 

Q T- CM CD O 

O CD 1 ^ O ^ 


O 

CFi 

M- 


g oo O O O 
O CM CO O O 
O CD O O 

O (M (N CO O O 

O CM Q ID 

O <N CD ^ CM 

(O D tD 

CM 


h- O 
CO T- T- 
CO CM O 

3 D D 

CD 0> CD 
T- D CD 
O 
CN 


O 

O 

1 ^ 

CO 


CD 

D 

CD 


D 
O CO 
00 

CD (J) 

T- h- 
T- 00 


CM 

r> 

D 


1^ 1^ D 

CO 

0 

CO 

0 

00 0 CM 


0 

’M' 

CO 

CO ^ CM 

'cr 

1^ 

00 

01 

<■ 'T- 


CO 

iTt 

CM 

0 CO 

CO 

h- 


01 

CD CO 

CD 

<N 

CD 





<N 

CN 





MBOMBELA LOCAL MUNICIPALITY 


O 

o 

Hi 

Z 

D 

O 

CO 

Q 

LU 

G 

Z 

ilJ 

OH 

< 

liJ 

>- 

liJ 

X 

H 

DC 

O 

LL 

CO 

H 

Z 

LU 

E 

LU 

B 

(0 

< 

o 


< 

z> 


< 

o 

UJ 

H 

Q 

X 

< 



Page 61 







MBOMBELA LOCAL MUNICIPALITY 

SUPPLEMENTARY SCHEDULE TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

APPENDIX E 

DEVIATIONS FROM SUPPLY CHAIN MANAGEMENT 


Name of Company 

Emergency 

Single Provider 

Exceptional 

TOTAL 

Hydro Doors fPM LTD 

- 

- 

5 114 

5 114 

CK Embroidery CC 

- 

- 

85 029 

85 029 

A J Broom and road product 

- 

164 716 

- 

164 716 

Abakwamvu/eni Tradina CC 

- 

- 

32 250 

32 250 

Able Enaeneerino CC 

- 

- 

2 599 

2 599 

Aim Traininq Academy CC 

- 

- 

38 982 

38 982 

Akhalways fast food CC 

- 

- 

17 000 

17 000 

Alnets Tradinq CC 

- 

- 

3 600 

3 600 

Amadwala Trading 793 CC 

- 

- 

10 300 

10 300 

Amber Electricals CC 

- 

- 

54 217 

54 217 

Aniusiqn f oty) LTD 

- 

- 

285 656 

285 656 

Arm CO superite (ptv) LTD 

- 

- 

83404 

83 404 

Asisebentisane Trading CC 

- 

- 

2 178 100 

2 178 100 

Avusa Media 

- 

- 

217 845 

217 846 

B and J Gamazine Trading 

- 

- 

15 250 

15 250 

Babata pumps ( ptv ) LTD 

- 

- 

371 993 

371 993 

Banmal promotion & technology 


- 

29 000 

29 000 

Barberton printers CC 

- 

- 

15 059 

15 059 

Bargain books CC 


- 

15 000 

15 000 

Barlow equipments 

- 

- 

74 341 

74 341 

Barry Theron Electronic CC 

- 


5 700 

5 700 

Bay City Trading 337 cc 

- 

- 

37 846 

37 846 

Bazwiie General Construction CC 

- 

- 

6 817 

6 817 

Bell Equipments (Ptv) LTD 

- 

- 

141 486 

141 486 

BendrewTrading CC 

- 

- 

781 200 

781 200 

Berco Express 

- 

- 

292 

292 

Bheki Letswalo 

- 

- 

8 500 

8 500 

Black Face Entertainment CC 

- 

- 

75 000 

75 000 

Bogawulebheke Trading Enterprice 

- 

- 

1 470 

1 470 

Bowcom Line Making System (Ptv) LTD 

- 

- 

42 180 

42 180 

BPG Mass Apraisals 

- 

- 

24 252 

24 252 

Breyten Badges CC 


- 

5 540 

5 540 

Bronda Group (Pty) LTD 

- 

- 

230 628 

230 628 

Buco Hardware Nespruit 

- 

- 

61 213 

61 213 

Budget Van and Truck Rental 

- 

- 

16 053 

16 053 

Bulk Mail Northern Region ( SA Post Office) 

- 

1 325 

- 

1 325 

Bundu Country Lodae 

- 

- 

12 000 

12 000 

Buscor (Ptv) LTD 

- 

- 

3 032 801 

3 032 801 

Business connexion (Pty) LTD 

- 

- 

1 811 

1 811 

Butterworths Publishers 

- 

- 

1 936 

1 936 

C K Plumbing CC 

- 

- 

32 993 

32 993 

CamTrac CC 

- 

- 

66 690 

66 690 

Cape Town Board Course 

- 

- 

3 000 

3 000 

Car Towing Services SA fPtv) LTD 

- 

- 

14 079 

14 079 

Carlamani Confrence & Event (Pty) LTD 

- 

- 

6 400 

6 400 

Champagne Resort 

- 

- 

4 800 

4 800 

Chaos Mash Trading CC 

- 

- 

26 796 

26 796 

Chem-Tec Chemicals 

- 

- 

33 840 

33 840 

Cliford Technical Services CC 

- 

- 

43 451 

43 451 

Clothing Rieba Klere CC 

- 

- 

15 760 

15 750 

Conway General Suppliers 

- 

- 

1 047 

1 047 

Corporate Image Media (Ptv) LTD 

- 

- 

64 750 

64 750 

Costa do sol Resturant 

- 

- 

150 790 

150 790 

Coth trade 041 cct/a SNF Supplers 

- 

- 

96 373 

96 373 

Crawlevs Locksmith CC 

- 

- 

169 472 

169 472 

Cruise Bush-clearing CC 

- 

- 

44 483 

44 483 

D & P Chemical distributors T/A winmar 

- 

- 

35 077 

35 077 

D mac Hydraulics & Engeertng 

- 

- 

2 221 642 

2 221 642 

Damelin College Nelspruit 

- 


200 795 

200 795 

Data Dynamics CC 

- 

- 

7 347 

7 347 

Dawson & Dobson (ptv)ltd 

- 

- 

238 645 

238 645 

Defacto investments 130 (Ptv)LTD T/A Nelspruit Ml 

- 


2 080 

2 080 

Delphi Craft CC 

- 

- 

320 000 

320 000 

Dent Out CC T/A Dent Doctor 

- 


5 000 

5 000 

Department of Community SafetVn Security & Liason 

- 

103105 

- 

103105 

DHL International ( Pty) LTD 

- 

- 

2 160 

2 160 

Dhlamini Sound Solutions CC 

- 

- 

35 340 

35 340 
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SUPPLEMENTARY SCHEDULE TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013 

APPENDIX E 

DEVIATIONS FROM SUPPLY CHAIN MANAGEMENT 


Name of Company 

Emergency 

Single Provider 

Exceptional 

TOTAL 

Dinaledi Tsa Metsi Tradinq CC 

- 

- 

15 000 

15 000 

Discount Windscreens T/A Glasfit Nelsoruit 

- 

- 

3 332 

3 332 

Don Gresswell Library Products CC 

- 

- 

26 223 

26 223 

D-TEQ Air CC 

- 

- 

38 087 

38 087 

Du toit and Smuts Attorneys 

- 

- 

100 111 

100 111 

E.E Kokie CC 

- 

- 

10000 

10 000 

Eastern Transvaal Rubber stamo T/A JC Malherbe 

- 

- 

13 769 

13 769 

EB' Elekriese Kontrakteur BK 

- 

- 

30 997 

30 997 

Eco-eye Waste Management ( Ptv) LTD 


- 

121 980 

121 980 

EE Publishers ( Ptv ) LTD T/A Gissa ukubuzana 2013 

- 

- 

8 755 

8 755 

Ehlazeni Tyres CC 

- 

- 

43 388 

43 388 

Ekonimi Wield CC 

- 

- 

1 424 

1 424 

Electro System CC 

- 


99 739 

99 739 

Elester Kent Metering fPtv^ LTD 

- 

118 206 

- 

118 206 

Emeraencv and Health Care Training Academy 

- 

- 

46 482 

40 482 

Euai Mildred Construction CC 

- 

- 

7 150 

7 150 

Fast Pulse Tradino 38 fPtv’i LTD 

- 

150 261 

- 

150 261 

Fire Protection Association South Africa 

- 

- 

5 535 

5 535 

Forek Institute of Technoloov 

- 

- 

236 250 

236 250 

Forest Fantasie Trading 50 CC 

- 

- 

59 582 

59 582 

Form Media Independed Africa 

- 

- 

38 010 

38 010 

Four Tyms Four Trading Enterprise CC 

- 

- 

7 800 

7 800 

G M H M Construction and project 12 

- 

- 

7 600 

7 600 

Glere Skills Consultant CC 

- 

- 

279 000 

279 000 

Globa! Africa network (Pty) LTD 

- 

- 

72 960 

72 960 

Gogo Mhlanga Development and investments 

- 

- 

25 027 

25 027 

Go-tie Trading 

- 

- 

15 000 

15 000 

Government printing works 

- 

1 702 

- 

1 702 

Guava Jelly Production CC 

- 

- 

3 000 

3 000 

H20 International CC 

- 

- 

570 

570 

Halls Sake Sive T rust CC 

- 

- 

25 000 

25 000 

Harvard Training Institute CC 

- 

- 

29 635 

29 635 

Hazy Dazy Furniture and stationery CC 

- 

- 

24 790 

24 790 

HE/She Driving Academy CC 

- 

- 

17 226 

17 226 

Helena Burger and Associates ( Ptv) Ltd 

- 

- 

17 100 

17 100 

Henk van Coller Incorporate CC 

- 

- 

17 442 

17 442 

Henaue2360 CCT/A N el soru it crushers 

- 

- 

34 276 

34 276 

Hi Jech Fabrication CC 

- 


19 660 

19 660 

Highburry Safika Media ( Ptv)Ltd 

- 

- 

11 1 745 

111 745 

Hitachi Construction CC 

- 

- 

780 

780 

lEB Assessment matters CC 

- 

- 

7 800 

7 800 

IIASA 

- 

1 251 

- 

1 251 

Illuminate Trading CC 

- 

- 

1 650 000 

1 650 000 

Imesa 70th Confrence 

- 

4 500 

- 

4 500 

IMFO 

- 

27 980 

- 

27 980 

Imperial Nelspruit 

- 

- 

25 812 

25 812 

Impisa International Seminar 

- 

21 100 

- 

21 100 

Inca Capacity Building Fund 

- 

- 

600 

600 

Jndambi General Trading CC 

- 

- 

37 460 

37 460 

Ingwenyama lodge 

- 

- 

004 910 

604 910 

Institute of Risk Management South Africa 

- 

1 050 

- 

1 050 

Intergrated Fire Security ( PTY) Ltd 

- 

6 940 

- 

6 940 

J B Barnard drukkery ond/ t/a Minuteman press 

- 

- 

15 756 

15 756 

JTI 

- 

- 

699 835 

699 835 

Jetline CC Sonpark 

- 

- 

3 590 

3 590 

Jevile Trading CC 

- 

- 

825 110 

825 110 

JJ Hydraulics CC 

- 

- 

115 

116 

Johan Sauer Actuaries & Consultants 

- 

- 

20 520 

20 520 

John Mavtham Investment CC 

- 

- 

195 321 

195 321 

JPNH Trading Enterprise 

- 

- 

29 640 

29 640 

Juta and company LTD 

- 

- 

418 

418 

Kenfan Trading CC 

- 

- 

13 560 

13 560 

Kgotso Edward Construction CC 

- 

- 

3 900 

3 900 

Knowledge Resources CC 

- 

- 

8 490 

8 490 

Koketso CC 

- 

- 

1 312 716 

1 312 716 

Komatsu ( Ptv) LTD 

- 

- 

155189 

155 189 

KPMG Services (PTYl LTD 

- 

- 

47 424 

47 424 
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Name of Company 

Emergency 

Single Provider 

Exceptional 

TOTAL 

Kruger - Moeletsi Incorporation 

- 

- 

133 627 

133 627 

Labserve fPtv) LTD 

- 

8 789 

- 

8 789 

Lafarge Cement Ready Mixed Concrete 


11 073 

11 073 

22146 

Lakeshore Tradina 175 cc T/A Electro Controls 

- 

- 

35 160 

35 160 

Landis & Gvs (Ptvl LTD 

- 

444 748 

- 

444 748 

Ledusa Trading Enterprise CC 

- 

- 

86 750 

86 750 

Lelolihle Trading CC 

- 

- 

80 000 

60 000 

Lenzo Tradina CC 

- 

- 

4 674 

4 674 

Lephy S Catering CC 

- 

- 

526 500 

526 500 

Lexis nexis 

- 

29102 


29102 

Lindi & Menzi CC 

- 

- 

8 950 

8 950 

Lithotech sales Pretoria 

- 

54 307 


54 307 

Livewire enaeneerina & consultation 

- 

217 865 

- 

217 865 

Liwiniie General Maintainance & Construction 

- 

- 

54 650 

54 650 

Lowveld Brake CC 

- 

- 

65 780 

66 780 

Lowveld Canvas CC 

- 

- 

4 710 

4 710 

Lowveld Electrical CC 

- 

- 

24 464 

24 464 

Lowveld Garage Eouipments CC 

- 

- 

5 452 

5 452 

Lowveld Plumbing and Maintainance CC 

- 

- 

20 839 

20 839 

Lowveld telephone svstem t/a Ristar CC 

- 

- 

331 

331 

Lugati Trading CC 

- 

- 

6 623 

6 623 

Mabunda & Son Trading CC 

- 

- 

2 400 

2 400 

Madalisto Investment CC 

- 

- 

21 000 

21 000 

Madikoloyi Trading CC 

- 

- 

8 000 

8 000 

Maiomatic 194 fPty) LTD 

- 

- 

393 323 

393 323 

Makhandakhanda Civil Engineering CC 

- 

- 

32 593 

32 593 

Malinza Trading CC 

- 

- 

27 018 

27 018 

Mamazane Tradina CC 

- 

- 

11 525 

11 525 

Man truck & bus 

- 

- 

1 802 

1 802 

Marce Fire Technology 


- 

127 622 

127 622 

Marwin Tradina Enterprise CC 


- 

9 065 

9 065 

Masina Delington Thoko CC 

- 

- 

1 500 

1 500 

Matielane Eng neering Trading CC 

- 

- 

105 311 

105 311 

MBC Matjeya Bricks and Construction CC 

- 

- 

13 540 

13 540 

Matia Banake Clear^ingand Projects CC 

- 

- 

26 391 

26 391 

Maxiflow irrioation CC 

- 

- 

4 030 

4 030 

MBE Promotion CC 

- 

- 

387 799 

387 799 

Mbophe Tradina CC 

- 

- 

3 000 

3 000 

Mdeshi General Trading CC 

- 

- 

21 700 

21 700 

Mdlavuza Trading CC 

- 

- 

8 518 

8 518 

Mdwane Trading CC 

- 

- 

28 580 

28 580 

Media 24 

- 

- 

500 870 

500 870 

Times media (Pty) LTD 

- 

- 

1 792 

1 792 

Meise Nkaseng CC 

- 

- 

29 446 

29 446 

Meneti General Trading 

- 

- 

1 968 

1 968 

Merlin Gerin SA (Ptv ) LTD T/A Conlog 

- 

40 014 

- 

40 014 

Mgwangwa's Sound and Audio CC 

- 

- 

5 800 

6 800 

Michem Cleaning Supplies CC 

- 

- 

565 

565 

Mjenceka Line Solution General CC 

- 

- 

31 650 

31 660 

MIotana Business Enterprise CC 

- 

- 

2 820 

2 820 

Mnoluzi Electrical CO 

- 

- 

143 899 

143899 

Model Elekries CC 

- 

- 

15 852 

15 852 

Mozamas Tradina CC 

- 

- 

84 628 

84 628 

Mpathonyoni Event and Function Hire CC 

- 

- 

225 505 

225 505 

Mpumalanga Copiers ( Pty) LTD 

- 

- 

63 992 

63 992 

Mpumalanga province swimming 

- 

- 

23 850 

23 850 

Mshiyako General Traders CC 

- 

- 

17 998 

17 998 

Music Den CC 

- 

- 

3 500 

3 500 

Mutariko Art and Culture 

- 

- 

14 800 

14 800 

Muziveli Transoort CC 

- 

- 

3 300 

3 300 

MZLCT Tradina CC 

- 

- 

2 300 

2 300 

Mzuzu Incorporation ( Attorneys) 

- 

- 

367 357 

367 357 

N B H Spring BK 

- 

- 

5 257 

5 257 

Nandos Hazyview 

- 

- 

658 

658 

Nashua Lowveld ( Ptv) LTD 

- 

- 

912 

912 

Ncetshe Construction CC 

- 

- 

9 647 

9 647 

Nel Trophies CC 

- 

- 

120 517 

120 517 
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Name of Company 

Emergency 

Single Provider 

Exceptional I 

TOTAL 

Nelsoruit Auto Motors/Electrical fPtv^ LTD 

- 

- 

623 673 

023 673 

Nelsoruil Batterv Centre ( Ptvl LTD 

- 

- 

33 754 

33 754 

Nelspruit brake & clutch 

- 

- 

27 445 

27 445 

Nelspruit fuel injection and auto electrical 

- 

- 

34 362 

34 362 

Nqamane Construction CC 

- 

- 

1 000 

1 000 

Ngobe Nkosi Incorporate ( Attorneys) 

- 

- 

810617 

810 617 

Nguluzana Investment CC 

- 

- 

8 650 

8 650 

Nkomotabo Trading CC 

- 

- 

7 524 

7 524 

Nkosi Shonowe Transport 

- 

- 

1 500 

1 500 

Nompies Ladies General CC 

- 

- 

75 000 

75 000 

Nonhiabusi Trading CC 

- 

- 

453 186 

453 186 

North west University - Potchesfroom camps 

- 

- 

17 100 

17 100 

NCSA Nelspruit 

- 

- 

65 730 

65 730 

Nothesa Manufacturing Services 

- 

- 

3 115 

3 115 

Ntsenou Trading Enteprise CC 

- 


3 400 

3400 

Numbi Hotel 

- 

- 

4 800 

4 800 

Numbi Motors fPTY) Ltd 

- 

- 

226183 

226 183 

Nwaxikomu Trading CC 

- 

- 

5 140 

5140 

Nyengo Trading CC 

- 

- 

376 000 

375 000 

Odurcure (Ptv) LTD 

- 

- 

58 894 

58 894 

Orion Property Holding Trust 

- 

- 

6 199 

6199 

Outsource group S A 

- 

- 

17 100 

17 100 

Palmae Garden Service CC 

- 

- 

10545 

10 545 

Panasonic ( Ptvl LTD 

- 

- 

1 186 

1 186 

Paresh Maharai t/a P.M Tunning 

- 

- 

37 810 

37 810 

Patrifik Multi-Cleaning & Suppliers CC 

- 

- 

311 980 

311 980 

Pav Day software systems 

- 

27 736 

- 

27 736 

PC Smith Dompe CC 

- 

- 

974 594 

974 594 

Phetokuhle General Trading CC 


- 

477 905 

477 905 

Phillix and Sun CC 

- 

- 

38 280 

38 280 

PhindalicTrading CC 

- 

- 

29 500 

29 500 

Plumbing Lady CC 

15 470 

- 

10 800 

26 270 

Poolware Nelspruit CC 

- 

- 

28 982 

28 982 

Powerman CC 

- 

- 

1 1 860 

11 860 

PPE Technologies CC 

- 

- 

2 223 

2 223 

Premier Lodge Nelspruit 

- 

- 

465 624 

465 624 

Produkta motors(truck division) 

- 

- 

181 701 

181 701 

Profomance on Point CC 

- 

- 

45 000 

45 000 

Pfotea Geomatics 

- 


45 600 

45 600 

Protea Hotel Nelspruit 


- 

532 000 

532 000 

Prolea tyres Nelspruit 

- 

- 

156 183 

166183 

Pulse Electronics CC 

- 

- 

3 270 

3 270 

Puma Houtwerke BK 

- 

- 

546 117 

540 117 

Purple Moss CC 

- 

- 

4 700 

4 700 

Quanu Trading CC 

- 

- 

13 750 

13 750 

Quick Fit Electrical CC 

- 

- 

193 510 

193 510 

R & R Perfomance Exhaust and Maintanance CC 

- 

- 

12 370 

12 370 

Railway Safety Regulator 


8 400 

- 

8 400 

Rising Sun Field Service & Maintainance CC 

- 

- 

4 569 

4 569 

RockYs Ameture Winders CC 

- 

- 

82 658 

82 658 

Rocia (Pty ) LTD 

- 

- 

10 308 

10 308 

Ruverwalk Trading 66 T/A Busisani Trading CC 

- 

- 

89 002 

89 002 

S A Institute of Valuers 

- 

1 500 

- 

1 500 

SA Council for the Property Valuers Proffesion 

- 

13710 

- 

13 710 

SA8C Airtime Sales 

- 

1 185 868 

- 

1 185 868 

SABS ( SANS) 

- 

15 960 

- 

15 960 

SAESI 

- 

20 460 

- 

20 460 

Safety Access 

- 

- 

24 780 

24 780 

Saw Worx 

- 

- 

20 520 

20 520 

ScalileSwe Trading CC 

- 

- 

29 990 

29 990 

Seartec Trading CC 

- 

- 

19 767 

19 767 

Seckel Consultancy CC 


- 

7 999 

7 999 

Sentraten CC 

- 

- 

63 042 

63 042 

Servimix 136 CC 

224 350 


- 

224 350 1 
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DEVIATIONS FROM SUPPLY CHAIN MANAGEMENT 


Name of Company 

Emergency 

Single Provider 

Exceptional 

TOTAL 

Sezanekhuleni Trading CC 

- 

- 

28 467 

28 467 

Sharpmed waste manaaement 

- 

9 456 

- 

9 456 

Sicede Trading CC 

- 

- 

10 550 

10 550 

Sihle Property Development & Plant Hire CC 

- 

- 

834 123 

834 123 

Silinda Mokoena Attorneys 

- 

- 

1 158 581 

1 158 581 

Silver solution CC 

- 

- 

19 998 

19 998 

Sipho s ' irrigation system CC 

- 

- 

5 267 

5 267 

Sitamanzi contractor CC 

- 

- 

115 545 

115 545 

Sitimele Air cc 

- 

- 

28 178 

28 178 

Sivabeketela Trading CC 

- 

- 

29 500 

29 500 

Siza kancane enterprise 24 

- 

- 

800 

800 

SL Lubisi Trading CC 

- 

- 

3 200 

3 200 

Siam paper distrubution and couriers 

- 

- 

5 051 

5 051 

Singobele Trading CC 

- 

- 

6 629 

6 629 

Soft touch computing CC T/A Soft Net CC 

- 

- 

38 942 

38 942 

South African Nursing Council 

- 

980 

- 

980 

Soweto Opera Quadro CC 

- 

- 

20 000 

20 000 

Speedy Tyre & Exhaust CC 

- 

- 

103 007 

103 007 

Spinteligent CC 

- 

- 

23 590 

23 590 

Standard Bank SA 

- 

- 

1 150 800 

1 150 800 

Sud Chemie CC 

- 

- 

24401 

24 401 

Sun international Mangement Limited 

- 

- 

21 225 

21 225 

Supasika Trading CC 

- 

- 

670 

670 

Super Brake Services CC 

- 

- 

775 

775 

Super Quick Auto Center Nelspruit 

- 

- 

21 937 

21 937 

Superdex Trading CC 

- 

- 

198 534 

198 534 

Superia Service Trading CC 

- 

- 

11 200 

11 200 

Swanepoel and Partners Attorneys 

_ 

- 

56 027 

56 027 

Syntell (PTY)ltd 

- 

19^1611 

- 

194 611 

T H B Development Project 

* 

- 

300 000 

300000 

Takkaze T/A Emergency & Healthcare Training 
Academy 


48 563 


48 563 

Tankman Septic Services CC 

101 211 

- 


101 211 

Teboho Lehlohonolo Trading Enterprise 

- 

- 

41 593 

41 593 

Technology intergrated solution fTIS) 

- 

176 981 

- 

176 981 

Texida Agency CC 

114 064 

- 

- 

114 064 

The Courier and Freight Group (Pty) LTD 

- 

- 

6 814 

6814 

The Food Fundi CC 

- 

- 

202 500 

202 500 

The institute of risk management south africa 

- 

7 476 

- 

7 476 

The Lowveld/Mpumalanqa News 

- 

- 

1 270 187 

1 270 187 

Thubu General Trading CC 

- 

- 

13 500 

13 500 

Thv^alamshiva Construction CC 

- 

- 

998 000 

998 000 

Tidy Files CC 

- 

- 

14 435 

14 435 

Tire Point ( Pty) LTD 

- 

- 

10 901 

10 901 

Tjitji suppliers CC 

- 

- 

33 220 

33 220 

TIokwe city council 

- 

- 

43 247 

43 247 

Tovani Trading 

- 

- 

51 300 

51 300 

Town Lodge 

- 

- 

2112 

2112 

Traffic signals and assessories cc 

- 

59 225 

- 

59 225 

Trappers Trading cc 

- 

- 

11 107 

11 107 

Trentyre Nelspruit 

- 

- 

27 817 

27 817 

Trumvelo manufacturing (Pty) LTD 

- 

- 

28 330 

28 330 

Tsimane Power Maintainance CC 

- 

- 

81 955 

81 955 

Tswelopele Funural Services 

- 

- 

17100 

17 100 

Tuft Scape CC 

- 

- 

14 307 

14 307 

Turner Morris 

- 

- 

36 681 

36 681 

Twin City Development 

- 

- 

87 144 

87 144 

Ubumbano Property CC 

- 

- 

1 283 

1 283 

Umber cascade CC 

- 

- 

28 970 

28 970 

Umfazi Omnyama Trading CC 

- 

- 

27100 

27 100 
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APPENDIX E 

DEVIATIONS FROM SUPPLY CHAIN MANAGEMENT 


Name of Company 

Emergency 

Single Provider 

Exceptional 

TOTAL 

Unbridled Trading 217 CC 

- 

- 

1 296 417 

1 296 417 

Uniqrad Lowveld Camp CC 

- 

- 

12 570 

12 570 

University of Cape town 

- 

2 500 

- 

2 500 

University of Pretoria 

- 

51 400 

- 

51 400 

University of Witwatersrand 

- 

170 500 

- 

170 500 

V and N Solution 

- 

- 

10 260 

10 260 

Value Logistics 

- 

- 

9 927 

9 927 

Van Wettens Breakdown Service CC 

- 

- 

71 884 

71 884 

Variprint Trading CC 

- 

- 

15 390 

15 390 

Westvaal Delta Nelspruit 

- 

- 

65 173 

65173 

WISA 

- 

32 720 

- 

32 720 

Witch & y/izard creative (pty) ltd 

- 

- 

24 326 

24 326 

Woolworth Group 

- 

- 

38 157 

38 157 

Workwear Depot (Pty) LTD 

- 

- 

8 902 

8 902 

Xerox Lowveld Office Automation (Pty) LTD 

- 

- 

708 

70S 

Xplot Find ItT/A Oasis water 

- 

- 

6 300 

6 300 

Yakho Initiative CC 

- 

- 

29 982 

29 982 

Zama Irvin General CC 

- 

- 

1 600 

1 000 

Zamanqwane consulting T/A 2MG -WATECH 

- 

- 

35 433 

35 433 

Zeerow Seven Proiect CC 

- 

- 

2 800 

2 800 

Zisukumele Trading Enterprise CC 

- 

- 

2 959 293 

2 959 293 

Ziyaphenduka promotion 

- 

- 

42 000 

42 000 

Ziyazenzela Trading CC 

- 

- 

2 600 

2 500 


455 095 

3 436 061 

42 369 554 

46 260 730 
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